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Letters 
with a 


Foreign Stamp!... 


They come from all over. From 
Cairo and Capetown, Shanghai 
and Rangoon, Calcutta, China, 
Johannesburg. 

They’re written by all kinds of 
people. A colonel in Cherbourg, 
broker in Japan, builder in 
Bombay. They come scribbled, 
scrawled, typed—phrased in all 
kinds of English. 

But they all want investment 
help... ask for the latest facts on 
some stock or company, an up- 
to-date appraisal of their present 
holdings, or a seasoned program 
prepared by our Research Divi- 
sion for anyone, free of charge— 
whether a customer or not! 

That’s why we weren’t sur- 
prised by a recent letter from 
South America. 

The man was an importer, had 
just read one of our ads, and 
wrote to ask for our “bright 
ideas”’ on investing $10,000. He 
said he expected a 10 or 15‘ re- 
turn—asked if that was possible. 

The answer from Research 
didn’t surprise us either. It 
simply stated that such an ob- 
jective would be “difficult to 
reach without incurring unusual 
risk” . . . pointed out that any 
number of sound American se- 
curities did pay up to 8%... 
suggested five stocks that prom- 
ised a smaller—but safer—return. 

They supported each selection 
with a brief dividend history, 
latest facts on earnings, the pay- 
ments made last year... then im- 
plied that “bright ideas” usually 
burn out fast—that it’s far better 
to buy on the basis of the best 
information available, instead. 

If you'd like to see this sample 
of the help offered by Research, 
we'll be glad to send both letter 
and answer. But better still, why 
not get your own... ask for 
current facts on_ stocks that 
interest you, an experienced ap- 
praisal of your portfolio, a sensi- 
ble program for investing any spe- 
cific sum. There’s no charge, no 
obligation. Just write— 


Department SF-23 


MERRILL LYNCH, 


PIERCE, FENNER & BEANE 


70 Pine Street, New York 5, N. Y. 
Offices in 96 Cities 
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USED (FOR 
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Highly purified wood cellulose is one of the Country’s most important chemical 
raw materials. 

More than eighty per cent of all the viscose rayon and acetate yarns produced 
in this country are made from it. These yarns find their way into the daily living of 
everyone, in many types of wearing apparel for men, women, and children—and 
in a wide variety of other familiar articles. 

The tire manufacturers use purified wood cellulose in increasingly large quan- 
tities in the form of high-strength viscose rayon cords and fabrics that lengthen 
the lives of automobile and truck tires. 

Cellophane is made from purified wood cellulose, and so is another widely 
used transparent packaging material—cellulose acetate sheet and film. 

Photographic film and paper—vulcanized fiber—lacquers—and many other 
related products also are made from this basic raw material. 

Supplying highly purified wood cellulose produced by chemical processes is 
Rayonier’s. job. A large part of the wood we use comes from our own forest prop- 
erties, which are under management that keeps them continuously productive. 


Research by our scientists has resulted in a number of types of wood cellulose, each 
developed to give best results in making the end products for which it is used. 


RAYONIER 
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EXECUTIVE OFFICES: 122 East 42nd Street, New York 17, New York * MILLS: Hoquiam, Port Angeles, Shelton, Washington; Fernandina, Florida 
PRODUCER OF HIGHLY PURIFIED WOOD CELLULOSE for TEXTILES * TIRE CORD * CELLOPHANE * PLASTICS 
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The Trend of Events 


BRANNAN’S BOMBSHELL... Long aware of mounting 
public dissatisfaction with its farm program, exorbi- 
tantly expensive yet far from properly effective, the 
Administration rather than continuing it at the risk 
of political disaster has come up with a brand new 
plan to supplant the old price parity system. When 
Secretary of Agriculture Brannan presented it to 
Congress, he remarked that what he had to propose 
“was not likely to startle anyone” and contained “no 
revolutionary ideas.” When he had finished reading 
his statement to the stunned congressional audience, 
the plan was quickly dubbed ‘‘Brannan’s bombshell,” 
a revolutionary new farm subsidy program, widely 
termed a major step towards socialism. 

This time the Administration promised high prices 
to the farmer and low prices to the housewife, per- 
petual prosperity for the one and cheap abundance 
for the other. But it would also bring the farmer close 
to the point of nationalization through imposition of 
the most complete set of governmental controls ever 
advocated in this country. Instead of supporting farm 
prices as under the present system, such support 
henceforth would apply only to non-perishable crops 
like wheat, corn, cotton. etc. Perishable farm com- 
modities would be allowed to 


tory. For 1950, for instance, total farm income would 
be pegged at a minimum of 25% above the inflated 
1939-48 average, or at over $26 billion. 

Observers correctly comment that the plan is an 
astute political move which is bound to appeal to 
farmers as well as consumers who finally are prom- 
ised lower prices. The farmers on second thought may 
however find it less palatable once they realize the 
implied extent of Government control over the entire 
farm economy. Much as they like high and assured 
incomes, farmers are rugged people and not apt to 
take kindly to virtual nationalization of their busi- 
ness. As usual, the taxpayer would have to shoulder 
the financial burden. The cost is anybody’s guess but 
tentative price tags range from $5 billion to $10 bil- 
lion annually. Low bracket taxpayers would not 
suffer too much if at all, since a goodly part of their 
share would probably be offset by lower food costs. 
It’s the medium and high income brackets, and the 
corporations, to whom the main burden of sustaining 
farm prosperity at recent inflationary peak levels 
would principally be shifted. 

But apart from the terrific cost, there is the ques- 
tion of morality, the question of how far people ap- 





drop to free market levels, and 
the difference between these 
and calculated price support 
standards would be given the 
farmer in cash. As the main 
goal, the farmer is to be guar- 
anteed a high income “‘in line 
with public interest.” The 
plan, in fact, is designed to 
keep farm purchasing power 
near the highest level in his- 





We recommend to the attention of our 
readers the analytical discussion of busi- 
ness trends contained in 
“Whats’ Ahead for Business?” 
regular feature represents a valuable 
supplement to Mr. A. T. Miller’s stock 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s market, don’t miss it! 


parently have succumbed to 
the idea that they have a 
vested right to raid the Treas- 
ury for whatever they can get. 
As Senator Aiken pointed out, 
if the Brannan proposal is ac- 
cepted, the nation cannot 
“with clear conscience deny 
the same guarantee of satisfac- 
tory income to other groups of 
our population.” Surely, if the 
plan goes through, organized 


column 


This 


our 
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labor will be quick in pushing their own pet ideas of a 
guaranteed annual income for the worker, and with 
as much right as the farmers have to expect the na- 
tion to support their income. Class interests will sup- 
plant the national interest ; Government by lobby will 
take the place of Government of and for the people 
as a whole. It’s a grim vista, yet the Administration 
considers the new farm plan a fair deal for everybody. 
On sober consideration, the farmer may not be so 
sure that he will really be the gainer. He must realize 
that every time he gets Government money, he signs 
a receipt on which is printed an order to relinquish a 
part of his liberty. Whether he be a good farmer or 
an inefficient farmer, the Government will tell him 
just how much to plant, to produce, to harvest and to 
market, and where and when to market. In return for 
guaranteed prices that in most cases would actually 
be higher than the present support prices, he will 
have the privilege of joining the first nationalized 
group of workers in this country. Farmers and Con- 
gress ought to reject this wondrous pill obviously 
compounded in the pharmacy of pure politics. 


DEVALUATION ABROAD?.. . Devaluation rumors, a 
hardy perennial, are again in full bloom but this time, 
it appears, they are not without some substance. Con- 
tinued nervousness springing from such rumors has 
pushed down the price for “forward sterling” though 
bankers here are inclined to scoff at talk of early 
sterling devaluation. Other informants are less sure 
about it. Some think it a definite possibility within 
two or three months. Others anticipate a revision of 
most European exchange rates, involving a deprecia- 
tion of several in relation to the dollar, before the 
year is out. 

Readjustment of European currencies to more 
realistic levels, once monetary and financial stabiliza- 
tion has been achieved, would be a logical step—and 
such stabilization is well on its way. Stabilization in 
turn will make for greater incentive of foreign pro- 
ducers to export, particularly to the U.S. in order to 
obtain precious dollars, but they will find it difficult 
to sell to this country unless their prices are lower. 

There is growing conviction abroad that devalua- 
tion will be the easiest way out. This thought is con- 
siderably strengthened by the price downtrend in 
this country which makes for increased competition 
with imported goods. The British particularly are 
concerned about their exports to the U.S. on which 
so much depends, and they have already felt the im- 
pact of lower U.S. prices. Not only have British im- 
ports harder sledding but there is concern lest in the 
event of a slump here, we shall push our own exports 
to take up any domestic slack. If so, keener competi- 
tion in world markets is bound to be troublesome. 

In such an event, the contention that it would be 
premature to devalue sterling or any other currency 
until more normal world trade conditions make it 
easier to appraise their “true value,” presumably 
could quickly yield to the element of necessity, the 
need to push exports for all it is worth, particularly 
to this country. Price trends in our country, in other 
words, will have a transcendent influence on currency 
decisions abroad. It is this fact that doubtless under- 
lies current devaluation rumors and endows them with 
a measure of logic that is difficult to ignore. 

Not only British, but French, Dutch and Swedish 


products could be made cheaper, and easier to export, © 





in the same way. Talk of Swedish currency devalua- : 
tion has been increasing of late. The French have © 


devalued the franc twice since the war’s end but each | 
time its effect was obviated by progressive internal | 


inflation. Qnly recently, however, a cut in the price of 
blocked French francs was undertaken to promote 
exports, and banking circles hint that more can be 
expected. The trend is toward a single uniform franc 
rate at lower than current levels. 

If and when final currency decisions are made, it 
is up to the International Monetary Fund to mesh the 
devaluations so that no currency will be too far out 
of line. Definite action may take some time, but 


clearly the stage is now being set. When it comes, | 


another important milestone towards European and 
world recovery will have been passed. 


“BOLD NEW PROGRAM’’.. .Though the public since 
its first announcement has heard little more about 
President Truman’s “bold new program’ to improve 
the world’s underdeveloped areas, a good deal of ac- 
tivity has been going on to develop it. But official 
thinking has apparently shifted away from the 


thought that the dominant element in the plan would | 


be broader technical assistance to the backward areas. 
More recently, technical assistance and private in- 
vestments are considered of parallel importance in all 
planning. And the thought is crystallizing that the 
real long range burden should have to be borne chiefly 
by private capital because the greatest potential ex- 
pansion lies in the outflow of American capital. 

The biggest effort thus can ultimately be expected 
toward stimulating private capital to do more. Ac- 
cording to a recent study by the National Associa- 
tion of Manufacturers of capital export potentialities, 
an estimated $2 billion of private American funds 
could annually be invested abroad after 1952 when 
Marshall Plan aid is expected to end. However there is 
a variety of obstacles. Business men are reluctant to 
invest abroad because of legal restrictions, excessive 
taxation, discrimination or fear of expropriation. It 
would take removal of all or most of these threats and 
handicaps to insure a free flow of U.S. A. capital to 
foreign areas. Also, many foreign countries object to 
the idea that their natural resources and labor 
should be exploited for foreign profit, and there is 
some fear that foreign capital might influence their 
internal affairs in unwanted degree. 

What’s needed, then, to implement the new pro- 
gram is not only creation of a favorable climate for 
private American investment abroad, but steps to 
clear away misconceptions of both would-be borrowers 
and lenders. This will not be an easy task but it’s 
worth attempting. 

Properly undertaken, the importance of the pro- 
gram as an economic stabilizer, both here and abroad, 
once Marshall Plan aid ends should not be under- 
rated. Equally if not more important is the broader 
goal that aims at enough social progress so that peo- 
ple won’t find the economic appeal of communism at- 
tractive. If the people of the world realize that their 
future lies beside us rather than against us, the cost 
of the program will be a small price to pay. And that 
price may be fully offset by economic advantages 
accruing to us. This may be an optimistic view but, we 
believe, not outside of the realm of practical thinking. 
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BY ROBERT GUISE 


4 
WE CANNOT HAVE OUR CAKE AND EAT !T! 


<. Stafford Cripps, British Chanceller of 
the Exchequer, in submitting his latest super- 
austerity budget made it plain to the British people 
that the price of a full-blown welfare state comes 
extremely high. This must have been a great disap- 
pointment to the working class particularly who 
always thought that they could enjoy these benefits 
largely at the ex- 
pense of the rich. 
But the rich had al- 
ready been soaked up 
to the hilt; the new 
budget was definitely 
a soak - the - worker 
budget. The workers, 
too, have been pre- 
sented their bill. This 
explains why the 
harsh realities of the 
new budget came as 
a grim blow not only 
to the British people 
but also to the Labor- 
ites worried about 
the elections and 
busy preparing a 
general campaign on 
the welfare state de- 
sign. Seeing how high 
the cost, they must 






eee BRIT 
, Connonse nee. 


now be wondering 
just how effective 
such an appeal will 
be. 


In his budget message, Sir Stafford has driven 
home the stern news of higher food prices and rigid 
maintenance of high taxation which at present ab- 
sorbs 40% of the British national income. The 
Labor Government had promised the people many 
advantages and gifts. A number of industries had 
been nationalized but the expected profits to the 
nation have proved illusionary. Food has been sub- 
sidized but the taxpayers have to bear the cost. 
Medical care and other social services have been 
offered but their cost, too, comes high. Says Sir 
Stafford: “You cannot have false teeth and cheap 
subsidized food as well. When I hear people speak- 


- Ing of reducing taxation and at the same time see 


the cost of social services rising rapidly, very often 
in response to the demands of these same people, I 
wonder whether they appreciate to the full the old 
adage: We cannot have our cake and eat it.” 
Perhaps the British people will still want their 
socialized state though it should now be clear to 


them that they cannot have it without “tears and 


taxes.”” Quite possibly, realization of this unpleasant 
truth will prove a boomerang for the Labor Party 


1949 


‘‘A GIANT WITH CLAY FEET’ 






Apologies to Justus in The Minne apolis Star 


in the 1950 elections. The iu’@4 is spreading that — 
“either the Government has t# Change its ideas or 
Britain has to change its Gover#ment.” Given an 
opportunity of registering their opu7g¢0n at the polls 
on the day after Sir Stafford introduced his auster- 
ity budget, the residents of London took.from the 
Labor Party control of the London County {ouncil 
which it has held. 
since 1935. Defeated 
Laborites were quick 
to blame their down- 
fall on the budget in 
which the Chanceller 
of the Exchequer had 
done no more than 
applied his theory 
that if the country 
wants” socialistic 
services, it must foot 
the bill for them. 
While the Labor 
Party won back con- 
trol of the London 
Council through a 
technicality, the re- 
turns must certainly 
strengthen the voice 
of the conservatives 
in protesting against 
further socialistic ex- 
perimentation which 
is putting such a ter- 
rific load on the 
British economy. 

As to the latter, the Economist makes no bones 

about it when it pointed out in a recent issue that 
“The price of Government in Great Britain today 
is 40% of the total of all incomes... the long con- 
tinuance of such taxation will ruin the country . 
a state that taxes away 40% of all incomes, and 
much more of the incomes of the successful and 
energetic, is killing the motive power that keeps 
it alive ... this is a hideous prospect that faces the 
British people .. . if such taxation remains, it will 
be impossible for the community to create enough 
savings to maintain its capital.” 

“The lamentable thing is that it is very difficult, to 
the point of impossibility, to see how we can escape 
from the vise in which we are caught .. . there is 
no apparent avenue of escape from the dilemma... 
unless the price of government is reduced, the Brit- 
ish economy will gradually strangle itself . . . but 
there is no prospect at present visible of any sub- 
stantial reduction in the price of government.” 

These are frank and disquieting words though the 
Economist disavows any desire to be alarmist or 
even more pessimistic (Please turn to page 107) 
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Market Projecting Business Prospects — = 
dict 
brea 
Selectivity remains the dominant feature of the market, with “the averages” = | 
almost motionless so far in April. A more general move is likely before long. We po 
think the chances are better than even that it will be upward, though perhaps of stale 
moderate scope for the time being. Our selective, middle-road policy is unchanged. te 
apr 
of m 
By A. T. MILLER vest 
~ W 
; JI * you speak of the market in terms of a gen- March, following an intermediate downswing of about’ ch al 
ery index it is accurate to say that it is virtually 15% in our broad weekly index. From that flat and — 
“Standing still. There has been barely a wiggle in our slow bottom came the largest rise seen since the cul. UPWé 
composite weekly index of 320 stocks in recent weeks, mination of the great 1942-1946 bull market in the ™@" 
as will be seen by a glance at the graphs on the oppo- summer of 1946. show 
site page. Charted also are the normally volatile Dow The circumstances now are somewhat different, face 
industrial and rail averages, and you will see that the technically and otherwise. In the first place the de- that 
same is true of them. So far in April, with the month cline to the low of late February this year was about !S ° 
a little more than half over, the former has “moved” a third less in scope than the comparable downswing oul 
within a range of only 1.03 points, on the basis of daily in the forepart of 1948. In the second place, the vir- °°" 
closing prices; the latter within a range of only 1.07 tual stalemate has developed not around an interme. hav e 
points. diate low, as was so a year ago, but enough above it settle 
However, the extreme narrowness and dullness of to detract something from the rally potential in a |S, @ 
the market is in itself a matter of interest and sig- trading-range market. Thus, the recent “line” has later 

nificance, for when the list as a whole “makes a line” been at the level 176-177 in the daily industrial aver- will 
the technical analyst knows that this can continue age, compared with February low of about 170. The but tl 
only for a relatively short time. It is inevitably a pre- latter is the nearest support level of appreciable tech- ponde 
lude to an up or down move. Last year the market nical significance, and not a great deal at that. The cially 
“made a line” from about mid-February to mid- high of January this year is the nearest supply level) &™™™ 
which could mean —— “an also not pa 

a great deal. Because they have now 

THE MARKET 13 A nt ee e-em 7 THE FLUCT . been maintained for so long, and testet = = 
si ueiteunea several times, the highs and lows of the °Ve?; 

320 320 whole trading-range period of the last ¢Ven 
310 310 two years or so are the only decisive ref: this q 
300 oe erence points. f — 
290 for a 
FOR STOCKS -™ Sustained Trend Unlikely IS Son 

“ | (AS INDICATED BY 200 ie sonal 
270 ) AT RISING PRICES) 270 These points in our broad index are about 


the 1947 low of 111.5 and the 1948 high More « 


260 260 
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vai | SUPPLY OF STOCKS 230 
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of 151.9. Until something happens to in- &€nere 
duce a broad liquidating urge of true S°Me 1 
bear-market force on the one hand, o! 
a bull market on the other, selling pres. Could 

sure will dwindle in the lower reaches of ““/Ngs 
the trading range cited; and demand wil techni 
peter out in the upper area. For those 4e sti 
who follow the daily average, this means Prices, 
that the market is unlikely to worl@nd be 
down through the 170-163 zone on sucl ore | 
evidence of deflationary economic read time al 
justment as has developed to date or if 

likely to develop over at least the me 

dium term. And it means that rallies 

must find the going progressively harde, Meai 
not much above the January high, fo!!=divid 
within the range 182-193 an uncom “¢ Mo 
monly large number of substantial an@S°" to 
minor upswings have topped out sinc#°X@mp! 
the autumn of 1946. made r 


. With average stock prices a fair dis Throug 
and ne 
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tance away from a test 

point of importance either 

way, nothing very exciting 

seems likely to happen over 
| the weeks just ahead un- 
less caused by some unpre- 
dictable happenstance. The 
break-away from the pres- 
ent “line” might be up or 
down for the general price 
index, yet merely convert a 
stalemate into an upside or 
downside test which would 
have to run quite a time and 
a pretty fair distance to be 
of more than temporary in- 
vestment interest. 

We believe that the 
chances are better than 
even that the move will be 
upward. The fact that the 
market as a whole has 
shown such fortitude in the 
face of conclusive evidence 
that the inflationary boom 
is over suggests that it 
would take more disturbing 
economic conditions than 
have yet developed to un- 
settle it importantly. That 
is a possibility for some 
later time in the year and 
will have to be watched, 
but there are too many im- 
ponderables involved—espe- 
cially in the realm of Gov- 
ernment policy and action 
and foreign developments— 
to make a judgment feasible 
at the present time. More- 
over, we see no necessity for 
even trying to deal with 
this question now. We are in 
a period, likely to continue 
for a while, in which there 
is some support from sea- 
sonal influences; and it makes us doubt that news 
about business and commodity prices will have any 
3 high More effective shock element in it, so far as concerns 
“to in Seneral investment sentiment, than has been so for 
f true Some weeks heretofore. 
nd, o1 If this is correct the rally from the February low 
pres could be extended in fair degree merely because 
hes of things are not as bad as they might be, because the 
nd wil technical position is sound, because earnings as a rule 

those are still at high levels compared to prevailing stock 
mean: Prices, because average dividend yields are generous, 
~ worl and because the market has heretofore discounted 
n suc} More recession than is probable for at least some 
» read time ahead. 

e or if 
ne me 


Race | Meanwhile, with “the market” doing nothing, many 


sh. fondividual stocks are doing plenty; for selectivity is 
incom the most pronounced feature, and there is every rea- 
‘al an@Son to suppose that this will continue to be so. For 
| gincaeXample, in a recent typical session 27 common stocks 

made new 1949 highs, while 23 made new 1949 lows. 
ie dis Throughout the past fortnight, indeed, new highs 

and new lows forthe year have been fairly closely 
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balanced in number in most sessions. We continue to 
believe that in all probability a goodly number of in- 
dividual issues have seen their lows for an indefinite 
time to come. (A more detailed comment on the mar- 
ket’s selectivity, and some of the investment implica- 
tions thereof, will be found in “For Profit and Income” 
on page 82.) 

Gradual readjustment in business continues, but is 
still in considerable degree a matter of rotating cor- 
rection, industry by industry. As has been aptly said, 
a series of moderate shocks is much less damaging 
than one big earthquake. It is an element of strength 
in the general situation that activity peaks in the 
industries have been widely spaced in timing, and 
that in a number of them deflationary adjustments 
are far advanced, if not completed, without having 
had any great effect on total production and national 
income. This is highlighted by noting the variously 
timed peaks of the 17 major sub-indexes making up 
the Federal Reserve Board’s over-all production in- 
dex. The latter reached its peak in the fourth quarter 
of last year at 195 and by March had declined to 185 
or by alittle over 5%. But the leather products index 
reached its peak as early as the second quarter of 
1946. The indexes of stone, (Please turn to page 110) 
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Combatting Deflation with 
New Government 


Credit Policy 


By J. S. WILLIAMS 


by hat deflation, not inflation, is at last recog- 
nized officially as the dominant force in the economy 
is clearly evident from recent moves illustrating 
this new viewpoint. And with deflation gathering 
momentum, it is a reasonable assumption that anti- 
deflation policies henceforth will get more and 
more thought and attention. After years of rampant 
inflation, this marks an important turning point, 
and a development welcomed on all sides. Still no 
one in authority likes to see deflation go too far, or 
move too fast. That could prove highly unsettling. 
Hence the prospect that policies will be reversed 
gradually in adaptation to prevailing business 
conditions. 

Successive relaxation of consumer credit curbs 
and of margin requirements for trading in securi- 
ties by the Federal Reserve Board would seem to 
point to other steps that may be taken in unwinding 
the anti-inflation machinery built-up during the 
war and the immediate postwar period. If business 
should really move substantially lower, there is little 
doubt that consumer credit will be further eased, 
even that bank reserve requirements will be modi- 
fied after having been raised only last September. 
On either point, it is well to remember that unless 
extended by Congress, the FRB’s power to regulate 
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consumer credit will soon expire, 
and the Board’s right to impose 
additional reserve requirements 
will also come to an end on June 
30. Negative action by Congress 
on the pending bill extending these 
powers thus could take the decision 
out of the Board’s hands regard- 
less of what the latter thinks may 
be expedient at this time. 
Understandably, central banking 
authorities feel that whether 
needed or not, the economy should 
not be run by lapse of statutory 
power but by positive action, hence 
they would like the Government to retain at least 
standby authority. Private quarters differ. Some 
would like to see consumer credit control disappear 
entirely from the business scene. Others are inclined 
to grant the Government power to exercise some 
measure of control over instalment credit lest an 
unwanted expansion should occur at a time when it 
could be detrimental. The latter danger is presently 
considered slim by most observers. Should recession 
continue or grow worse, demand for stimulating 
action in the credit field would certainly be insistent 
though it is recognized that credit controls and other 
governmental measures can be more effective in 
stemming undesirable expansion than in stimulat- 
ing business activity when it is headed downward. 


Redoubles Efforts for Extension of Controls 


At any rate, the Administration is redoubling its 
drive to have these controls extended before expira- 
tion. As to consumer credit, it feels that the time 
for a complete letting down of the bars is not yet, 
and it certainly would like to preserve at least 
standby authority. As to reserve requirements, the 
Board faces a dilemma, should Congress refuse t0 
extend its powers. The boost ordered last September 
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would then expire, releasing automatically some $2 
billion bank reserves providing the basis for as 
» much as $12 billion of additional lending power to 
' the banks. The Board, it is known, would like to 
' go slow on reserve requirements. One reason is that 
' a rush of moves to combat deflation might give the 
- impression of greater official concern about business 
than presently appears warranted. Because of the 
psychological elements in the present situation, even 
» some bankers are emphatically opposed to hasty 
_ action, much as they would benefit in added earning 
assets. Others are strongly in favor of it. 
J 
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No Early Change in Reserve Requirements 


mae 


Barring a substantial deepening of the recession, 
there is probably little prospect of immediate action 
though absolute predictions under current condi- 
tions are always risky. It is well recognized by fiscal 
managers that lower reserve requirements do not 
' necessarily mean an immediate higher loan volume 
-;/ for constructive purposes. The immediate effect 
could be no more than an enlarging of available 
funds for the purchase of short term Government 
securities by the banks, just as they sold securities 
when requirements were raised. 

Still and all, bank credit has become an issue get- 
ting considerable attention by the FRB, one that 
involves more delicate problems than moves in the 
consumer credit or stock margin field. The latter 
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minor significance. Many had expected the decline 
to taper off at the end of the first quarter, and 
shortly thereafter to begin to work its way up again. 
Failure to do so reflects not only continuation of 
extreme business caution based on the sluggishness 
of the seasonal business pick-up, but also on the 
belief that price adjustment is by no means 
completed. 
Money Circulation, Consumer Credit — Down 


Accompanying this shrinkage in credit has been 
a sizable drop in money in circulation, from the 
December high of $28.4 billion to $27.5 billion 
recently, and a sliding off in outstanding consumer 
credit from its postwar peak of $15.9 billion, devel- 
opments that have colored, and helped bring about, 
recessive trends to date. Hence the new emphasis 
on measures aimed at heading off an unwanted 





‘pire, are not such that they would logically precede a cut 

ypose in bank reserves under existing conditions. Con- 

nents sumer credit has been eased to revive flagging de- 

June mand for consumer durables. Stock margins have 

gress been lowered to stimulate the stock market and the 

these flow of venture capital, or investment capital, into 

‘ision productive enterprise. When it comes to the ques- 

yard- tion of bank credit, the fact stands out that there 

may is no credit stringency but rather an unwillingness 
to utilize already available credit. This is amply 

iking evident when one looks at what happened to busi- 

ether ness loans since the turn of the year. 

nould Commercial, industrial and agricultural loans of 

utory Federal Reserve member banks reached a high of 

nence $15.6 billion by mid-December last year. As 

least of April 6, 1949, the figure had dropped to 

Some $14.6, a decline of fully one billion within the os 

ypear short span of four months. True, part of 2.000 _ 

lined this decline was seasonal, but by far the 

some smaller part. A year ago, for example, with 

st an prices rising and everybody boosting inven- [#%°°° 

en it tories, business loans* from December to 

ently March showed a seasonal drop of only $250 [22 00e 

ssion million. This year, with the trend reversed, 

ating loans dropped $650 million during the same 

stent period. 20,000 

other Sharp Fall in Business Loans 

ve il 18,000 

_— During the week ended April 6 alone, 


member bank business loans dropped $277 
million, greatest drop in history for a single 
$ week and the twelfth consecutive week in 
which borrowings declined. Chief factor, it 
is believed, has been widening caution in 
adding to inventories and the desire to pay 
off loans by liquidating inventories — in 
anticipation of possible further price de- 
clines. The twelve-week drop in loans makes 
the current downtrend the sharpest, deepest 
and longest, with the seasonal factor of only 
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degree of deflation, or an undesirable aan in the 
adjustment process. 

Here is what we may expect beyond the steps 
already taken and previously discussed. There is 
a good probability of further easing of consumer 
credit curbs unless Congress decides to let the FRB 
powers lapse by mid-year. At this juncture, the 
latter seems the lesser likelihood but Congress may 
well exact further relaxation of controls as the price 
for extending the Board’s authority. 


Other Likely Moves 


Interest rates will be kept low. The Treasury 
recently decided not ‘to raise its one-year rate from 
114% to 134% as originally intended to tighten 
credit some more. To the extent that this plan may 
be considered abandoned, it marks a distinct policy 
reversal. 

The money supply generally will be kept abun- 
dant rather than tightened by Government action 
such as Treasury operations. There is likely to be 
less emphasis on debt retirement, and deficit financ- 
ing, a distinct prospect in the coming fiscal year, 
also tends to add to money supply. Even in the field 
of taxation we may expect a less rigid approach 
with the prospect that only a part, if any, of the 
new tax money demanded by the President will be 
approved. Additionally there are signs that the 
Reconstruction Finance Company may henceforth 
take a more active part in direct lending to busi- 
ness in cases where other lenders are not available. 


In short, anti-deflation action — tantamount to 
anti-recession action — will center on measures 
likely to attract investment — by easier credit 


terms and easier money, but there will also be 
direct counter-measures in the form of Federal lend- 
ing and spending. 


How FRB Can Bolster Bank Reserves 


If in the foregoing discussion, we have excluded 
as an immediate prospect a direct move to expand 
bank credit by lowering bank reserve requirements, 
this doesn’t mean that nothing will be done along 
such lines. Short of cutting reserve requirements, 
the FRB has other means at its disposal. An idea 
of what it may do first was given recently in a talk 
by Federal Reserve Governor Szymczak in which he 
listed a possibly significant order of actions to 
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cushion the recession. He said that the Federal 
System “has virtually unlimited means of supply, 
ing the market with additional reserves through! 
purchases of Government securities. The Reserve) 
Banks at present hold $23 billion of gold certificate| 
reserves and on the basis of existing legal gold 
reserve requirements, the system could more than 
double its outstanding note and deposit liabilities, 
Moreover, advances can now be made on any assets 
of member banks that are acceptable to the Reserv € 
Banks as security.” 

“Further,” Mr. 


Szymezak added, “when other 


lenders are not available, the system is empowered 
to make direct loans to business firms for working 


capital. purposes. Finally, the system can always 
contribute to monetary ease generally by a reduc: 
tion in reserve requirements and in special areas 
through relaxing instalment credit and margin 
requirements.” 

Whether right or wrong, some observers attribute 
significance to the fact that reduction of reserve 
requirements was mentioned last as possible means 
of credit expansion, apart from the special cases of 
consumer credit and margin requirements. This 
observation agrees with the impression prevailing 
elsewhere that the FRB will at least “linger” over 
the problem of cutting reserve requirements at this 
particular juncture. 


Board Disclaims Immediate Need 


So far it has disclaimed any evident need now or 
in the “foreseeable future” for such a drastic eco- 
nomic “shot in the arm.” It is a contention that is 
difficult to argue against, if only because there is 
no pressure on banks to make loans as evidenced 
by the steady decline in business borrowings. The 
demand for business loans is likely to remain slack 
until the heavy inventories in many lines are worked 
off. If so, cutting reserve requirements will have 
little effect at the moment, just as relaxation of con- 
sumer credit will fall short of its desired goal, 
should deflation gather momentum. 

Lowering reserve needs, however, would tend to 
soften short-term interest rates because much of 
the released reserves would likely go into short-term 
governments. This might be desirable at a time 
when deflation threatens, but it probably wouldn’t 
be too important an element in the overall equation. 
Banks of course can make a valid case, from their 
own standpoint, why some of their 
frozen reserves*should be released to 
augment their earning assets. Cancella- 
tion of the latest advance in reserve re- 
quirements would only eliminate the 
third of three successive increases 
ordered in the recent past, and with pro- 
duction, prices and profits headed down- 
ward, there is little justification for 
maintenance of this drastic raise, origi- 
nally imposed as a powerful inflation 
antidote. Doubtless also there is validity 
in the contention that a sound credit 
control policy must be flexible and ad- 
justed without delay to changing eco- 
nomic conditions lest any delay invites 
too severe deflation. The trend of eco- 
nomic conditions will be the main deter- 
minant of how far the authorities are 
likely to go in making credit available if 
there be need (Please turn to page 105) 
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First Quarter 


Reports Indicate 


FOR 1949 EARNINGS, DIVIDENDS 


AND SECURITY PRICES 


By WARD GATES 


ha he backswing of the economic pendulum 
assumed an accelerated pace immediately after the 
close of 1948, the most prosperous year on record. 
Expanded production characteristic of the postwar 
boom in most industries met with progressive evi- 
dence of an approaching balance with demand last 
year, but the abruptness with which buyers at 
every level seemed to withdraw from the market as 
1949 opened had an abnormal impact on sales of 
numerous corporations. For this reason, many first 
quarter earnings reports are bound to be disap- 
pointing to shareholders although exceptions are 
numerous. 

The usual divergence in interim results is certain 
to be far more notable than for many years past, 
the more stable ones reflecting in part the size and 
character of backlogs permitting sizable production 
schedules, along with a still satisfactory inflow of 
new orders. But of more consequence is the varying 
degree of efficiency in reducing operating costs to 
a level commensurate with shrinking volume. Under 
current conditions, margins of most concerns are 
being squeezed by competitively induced price con- 
cessions combined with smaller unit deliveries. Thus 
the test of operating as profitably as in the recent 
sellers’ market has become severe for a number of 
concerns, for costs are still rigid in many instances. 
While this could be expected to affect particularly 
marginal enterprises, for the time being at least it 
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also constitutes a prob- 
lem for numerous con- 
cerns with well proven 
reputation for operating 
efficiency. 

The crop of first quar- 
ter reports coming to 
hand is still too scanty 
to afford a _ conclusive 
picture. But earnings for 
fiscal quarters ended in 
January or February, 
reported sales trends in 
recent months together 
with hints from numer- 
ouS managements com- 
bine to furnish clues as 
to the widespread read- 


justments now under 
way. Where volume of a 
given industrial group 


has declined substan- 
tially, or even moderate- 
ly for that matter, it can 
be taken for granted 
that quarterly earnings 
of most of its compo- 
nents have been ad- 
versely affected, though 
strong trade standing or 
diversification may offset 
this factor with some, 
or excellent cost controls 
alleviate the impact. 

We caution our read- 
ers not to become unduly 
pessimistic when noting 
some sharp drops in 
earnings that numerous 
strong concerns are cer- 
tain to report for the 
first quarter. Weakness 
in the price structure of either raw materials or 
finished goods, especially on the heels of a long 
sustained inflationary period, inevitably fans 
suspicion that continued cuts are in store. This 
always tends to drive the public, retail and whole- 
sale buyers and the purchasing departments of 
many manufacturers into hiding until the air clears. 
Thus mass psychology rather than actually di- 
minishing demand has accounted for much of the 
sudden lag in order placements characteristic of the 
first quarter. 





How Long Will It Last? 


As yet no one can authoritatively assert just when 
and to what extent this period of hesitation will 
exhaust itself. Developments in forthcoming quar- 
ters must be awaited before the picture becomes 
better clarified. On the other hand, a deferred de- 
mand is being reconstructed that is very likely to 
become expressive when cautious distributors find 
their inventories evaporating and insufficient to 
cope with retail demand. What complicates this 
situation, though, is an increasing pressure of dis- 
tress merchandise from marginal manufacturers 
forced to liquidate burdensome inventories regard- 
less of cost or price factors. These bargain oppor- 
tunities create the illusion that all prices must be 
coming down, thus encouraging deferred buying 
policies. 
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Quarterly Sales and Earnings—Latest Quarter Ending March 31, 1949 
— 1948 Quarterly Salee————— 1949 
March June ept. Dec. March 1948 Quarterly Net Per Share 1949 
($ million) March June Sept. Dec. March 
Alpha Portland Cement... $2.4 $5.2 $6.4 $5.3 $3.0 $3.18k $3.48k $3.98k $466k  $5.04k 
Barker Bros. eer v4 8.1 8.2 7.3 6.6 1.13 1.27 129 1.39 .60 
Bendix Home Appliances.................. 17.4 12.4 10.7 9.6 4.7 1.57 85 1.13 23 .06 
Decca Records 2. cccecwene 7.8 4.7 4.6 6.7 6.0 50 .05 16 he 35.E 
Ekco Products 8.2 6.7 Ven 8.7 7.1 82 -5C 56 i | 
Falstaff Brewing ........ an Hd 13.3 16.0 — 78 1.07 1.42 1.48 1.27 
Federal Mining & Smelting. ............. 2.3 2.5 2.5 i eae 1.66 2.14 2.55 3.15 3.99 | 
Gleaner Harvester ............... 2.9 4.2 2.5 2.4 3.3 1.70 2.83 1.26 137 1.90 | 
General Bronze an 2.0 2.5 2.4 2.6 2.0 32 90 45 1.10 35 | 
SE | eae 59.2 43.4 44.2 S665... i. 49¢ 17 def.10 .20b 60c 
Mathieson Chemical ......... 7.3 8.1 9.2 8.7 ane 92 1.24 1.63 1.82 1.48 | 
Martin, Glenn L. ..... 10.9 15.7 15.2 30.4 12.3 def.63 defl4.100 _...... | 
New York Air Brake. 4.4 4.6 4.8 4.9 1.59 1.31 210 1.34 2.23 | 
Peoples. Drug Stores... 11.0 11.3 11.7 13.8 oe .69 ne at 1.78 .60 
Plough, Inc. 3.4 3.5 a7, 4.6 3.9 .22 37 .28 .23 30 | 
ON i ee eee 15.4 16.1 15.8 a 2.16 2.25 2.35 Zia3 1.71 | 
St. Regis Paper... 40.4 43.5 39.5 23 34.9 E 83 78 .60 50 aE 
Transue & Williams x 2.0 1.8 1.7 2.0 .60 .60 .60 213 .60 
Union Bag & Paper... neennnnnn 19.4 19.1 18.5 6 ee 2.46 2.44 2.21 2.06 1.50 
Woodward Iron . §.3 5.1 6.5 a. Je 1.50 1.43 2.16 2.26 2.38 
E—Estimated. e—Semi-annual earnings. 
b—1!2 weeks ended November 25. k—Successive 12 months’ earnings ending in each respective period. 
c—I6 weeks ended March 17. 




















The hope, indeed the general expectation is that 
high level employment in basic industries such as 
steel, oil, automotive, construction and among pro- 
ducers of military equipment, along with imple- 
mentation of ERP, will level the national income on 
a plateau that will automatically subdue the current 
wave of seeming price resistance within a reason- 
able interval. There is of course a pretty definite 
limit to price reductions made possible by huge 
sums spent for modernization and by the declining 
price trend of essential materials, acting as an off- 
set to firm wage rates, rising promotional expenses 
and expanded overhead. In due course, the accept- 
ance of prices well above prewar will be widespread 
and relatively permanent. 


Competition and Price Concessions 


Meanwhile, however, competition in most lines 
has been intensified to overcome the handicap of 
falling volume, or to ward off a prospective decline. 
This has created an abnormal situation where the 
threat of heavy inventory losses has induced price 
concessions in many fields at a time when sales 
expenses have been rising, thus pinching margins 
rather seriously. The most efficient managements 
require time to reduce operating costs to bring them 
more in line with lower volume; some exhibit great 
flexibility but others require many months. Thus 
some companies last year reported an upturn in net 
earnings despite reduced sales; and after more than 
a year of hard going some have finally seemed to 
master their problems by reporting a moderate 
improvement in earnings in recent months. On the 
other hand, lower earnings were reported by many 
firms that experienced higher sales last year; some 
of these probably fared poorly in the first quarter 
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and may still have a struggle on their hands for 
some time 

In studying this year’s roster of first quarter re- 
ports, allowances must be made for the return of 
most industries to a seasonal basis, now that supply 
and demand have become balanced. In other words, 
some reduction in volume during the March quarter 
is normal, and likely to be followed by a usual 
spring uptrend, especially as Easter this year is late. 
A straw in the wind is an indication that depart- 
ment store sales in April are comparing favorably 
with the same month a year earlier, though during 
February and March they were sharply off. Virtu- 
ally all of the big chain stores experienced lower 
sales, and probably lower earnings, in the first quar- 
ter but for the same reason probably will report 
some improvement in the current month. Volume of 
Sears Roebuck, for example, was reduced 10.9% 
and that of Montgomery Ward 13.8%, in both cases 
for 2 months ended March 31, compared with the 
same 1948 period. Sales of F. W. Woolworth dipped 
6.7% in three months against a year ago. Earnings 
of most distributors seem certain to be adversely 
affected by first quarter clearance sales in the rush 
to clear shelves before an anticipated decline in 
wholesale prices. At least one exception in this gen- 
eral distributing group, though, is Jewel Tea Com- 
pany, reporting an 11.6% advance in sales for 
three months ended March 26. 


Varied Experience in Manufacturing 


It is among manufacturers that the greatest di- 
vergence in first quarter earnings is developing. 
Hesitation in buying at the consumer level com- 
pounds the reluctance of retail and wholesale pur- 
chasing departments to place forward orders with 
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producers, with the result that factory inventories 
quickly mount. This has always been true of the 
textile industry, for instance, which is reported to 
now have several hundred million dollars of finished 
goods on hand that are moving out slowly and often 


- at a sacrifice. Several months are likely to elapse 
’ before readjustments are complete in this field and 


eee 





production attuned to what may be considered more 
normal demand. This applies not only to cotton and 
woolen mills but to producers of rayon as well. In 
the March quarter, tonnage sales by Rayonier were 
lower by 16% than in 1948, to cite one case, and the 
company’s margins were further pinched by price 
concessions, net for the quarter dipping to $1.71 per 
share from $2.16 in the first three months of 1948. 


Outlook for Oil Companies 


Most of the major oil companies are expected to 
report first quarter earnings reduced by 10% to 
25% compared with the same period last year. Com- 
parable 1948 earnings, however, were among the 
highest on record, and comparisons with prewar 
will still be highly satisfactory. Accountable for the 
prospective poorer showing in the main is the 
reduced production allowable of crude oil ordered 
by the state of Texas. Preliminary estimates include 
first quarter earnings of Texas Gulf as around 75 
cents per share versus $1.06 last year in the same 
span. Sales of Standard Oil of Ohio held up well, 
but higher costs probably lowered earnings some- 
what. Richfield Oil, in contrast, may report earnings 
up about 25% because of increased production, all 
outside of Texas. 

Reports of two large producers of paper products 
indicate that this industry is undergoing readjust- 
ments to more normal operations. St. Regis Paper 
Company’s volume for the first quarter was $34.9 
million, down $4.3 million from a year earlier, while 
net earnings of $2.2 million compared with $2.8 in 
the December quarter and $4.4 million in the March 
1948 quarter. The management predicts improve- 
ment in the second half year due to depletion of 
pipelines. Union Bag & Paper Corporation reports a 
dip of 15% in first quarter sales, as well as a re- 
duction in net earnings to $1.50 per share compared 
with $2.46 in the comparable 1948 period, a drop of 
38% and thus pointing to the problem of a tempo- 


rarily high breakeven point. Scott Paper Company, 
conversely, reports volume well up and net earnings 
for the first quarter of about $1.20 per share, 
up 58%. 

The current oversupply of household equipment 
is well shown by the first quarter experience of 
Bendix Home Appliances, Inc. Considering a drastic 
drop in sales to $4.7 million from $17.3 million in 
the related 1948 span, it is extraordinary that earn- 
ings, however small, were reported. But the com- 
pany managed to show a net of 6 cents per share 
versus $1.57 a year earlier. In another field, Decca 
Records has announced a quarterly sales drop of 
about 23%, but efficient cost controls held earnings 
to around 385 cents per share compared with 50 
cents as of March, 1948. Volume of Ecko Products 
Company was lowered by 14% but the 30 cents 
quarterly dividend was probably covered. In the 
same 1948 quarter, net earnings of 82 cents per 
share were reported. 


Prospect of Sustained Good Earnings 


On the brighter side of the picture are a still 
larger proportion of concerns that thus far have 
evidently been holding their own in a most en- 
couraging manner. While earnings of the automo- 
tive industry are not yet available, continued heavy 
output by some of the leading concerns seems sure 
to produce improved earnings. General Motors, for 
example, turned out 570,692 cars and trucks in the 
January-April 8 period, close to an all-time record. 
Hudsons’ production was 50% higher than in the 
relative 1948 period. Reduced demand for steel by 
other manufacturers of durables is benefitting the 
automotive group and demand for cars promises 
capacity operations for the leaders throughout the 
current year. The trend towards lower car price, 
though, may offset the advantages of volume gains 
to some extent. 

While first quarter earnings of the steel industry 
should hold up well, rather rapid easing of demand 
in many directions appears to have brought over-all 
supply in balance faster than had been expected. 
For this reason, the management of Pittsburgh 
Steel Company, in predicting satisfactory earnings 
during the first three months, cautions that a down- 
trend may develop in fol- (Please turn to page 98) 
















































































| Quarterly Sales and Earnings—Latest Quarter Ending February 28, 1949 
— 1948 Quarterly Soles 1949 wie 

Feb. May ug. Nov. Feb. 1948 Quarterly Net Per Share 1949 

($ million) Feb. May Aug. Nov. Feb. 
Consolidated-Vultee ...... $5.4 $10.8 $59.5 $36.6 $50.2 def$2.38 def$4.l1l .... pene $43 
ES Coan BO ee Ne Ren 9.1 10.2 10.4 10.8 9.5 1.21 1.10 $1.68 $2.62 b 77 
Eagle-Picher 17.7 18.2 19.4 24.4 19.5 a3 1.37 1.59 2.56 1.74 
Gamewell Co. 3.1 a3 3.0 3.2 3.2 .78 1.07 73 91 89 
Kelsey-Hayes Wheel “B”_.. 17.1 17.2 19.0 19.7 20.1 1.22 1.08 1.82 2.09 2.32 
Libby, McNeill & Libby... 36.0 21.1 32.8 50.1! 49.6 1.054 1.794 
Murray Corp. 22.3 22.2 29.3 26.6 22.0 61 def.01 1.66 1.17 1.20 
National Mallinson Fabries..... 6.4 4.7 4.5 55 4.8 1.48 1.23 99 54 def!.08 
Wesson Oil & Snowdrift_...___ . 65.0 57.7 40.9 54.4 45.1 1.90 2.09 Z 87 def.01 
Wilson Jones 2.9 3.1 2.6 2.8 2.7 79 91 .29 .37 5 
Woodall Industries = 4.6 5.1 5.3 5.5 5.2 62 59 65 93 .68 
a—Full fiscal year earnings ending February 28. b—Six months’ earnings. 
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High Standard of 


Makes Our Kconomy Vulnerable 


By JOHN D. C. WELDON 


a the most significant change on the 
material side of our life in recent decades has been 
the steady rise in our standard of living, a brilliant 
achievement of our modern technological system. 
But as our standards rose, we have seen them 
increasingly tied to high level consumer demand. 
Any slackening of the latter automatically tends to 
curtail the living standards of at least some part of 
our population. And the buying of goods beyond 
essential needs has become a prime requisite of gen- 
eral prosperity. 

During the initial postwar years, during the 
scramble for goods to meet long pent-up needs, these 
basic facts were largely obscured. Now that most 
urgent deferred demands have been met, they are 
again coming to the fore. Again we are forced to 
recognize that without sustained demand, there can 
be no sustained or uniform prosperity; and that it 
is difficult if not impossible to sustain high level 
demand indefinitely when so much of our economic 
well-being depends on broad markets for consumer 
durable goods of prolonged utility. 

There have been many explanations for the de- 
cline in consumer spending since the latter part of 
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valid reasons can be cited. 
Consumptive spending was 
reduced because large seg- 
ments of our population 
were priced out of markets 
by the cost-of-living squeeze, 
or else spending was cut 
because of economic uncer- 
tainty or in anticipation of 
lower prices. But important- 
ly also, spending was re- 
duced because of progressive 
satisfaction of deferred de- 
mand. The public curtailed 
its buying not only in terms 
of dollar or physical volume 
but also in relation to its in- 
come. And with deferred de- 
mands largely met, price 
cuts naturally induced wait- 
ing for price stabilization at 
even lower levels. 
How the public contracted 
its spending in relation to 
income is aptly illustrated 
‘by the following figures. 
Whereas in 1947, personal 
consumption expenditures constituted 94.9% of dis- 
posable personal income, the ratio last year dropped 
to 92.1%, less than the ratio of 95.5% in 1929 and 
96.1 in 1939. Only in 1941 was there a lower ratio— 
89.5%, but in that year spending was already in- 
fluenced by the approaching war which doubtless 
kept down consumer expenditures in many directions. 

Last year, the decline was progressive. The 
spending ratio for the first quarter was 93.7% and 
by the fourth quarter had dropped to 90.8%; and 
as spending declined in the face of rising incomes, 
savings rose proportionately. Significantly, the 
change in sales trends was apparent in both dur- 
able and non-durable consumer goods but the de- 
cline in the former became far more pronounced as 
the year drew to a close. Thus while dollar sales of 
refrigerators, washing machines, vacuum cleaners 
and other major appliances in the third quarter of 
1948 were running 10% higher than in the corre- 
sponding period a year ago, in the fourth quarter 
they fell about 25% behind 1947. The phenomenal 
increase in television set sales was virtually the only 
exception to this trend. Just how drastic the drop 
finally became is evident from Federal Reserve 
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Board figures for December covering 245 depart- 
ment stores which indicate that the sale of house- 
hold appliances last December dropped 37% behind 
a year earlier, as against a decline of 30% in 
November and 28% in October. Even prior to that, 
the year-to-year position showed steady deteriora- 
tion; whereas in December 1947, sales showed a 
rise of 18% over a year earlier, the margin of in- 
crease by June 1948 has narrowed to 11%. 


The Return to a ‘‘Current’’ Basis . 

The combined evidence makes it plain that price 
resistance was not the only, or even major factor in 
this trend. Quite obviously it was the progressive 
satisfaction of deferred demand which gradually 
brought sales and sales potentials to a “current” 
basis, a basis considerably lower than immediate 
postwar demand swelled by pent-up needs. The 
same development can now be noted in almost every 
consumer goods line. Needless to say, with volume 
of unsatisfied demand diminishing, a substantial 
amount of deflation, however gradually, is inevit- 
able in order to correct the disequilibrium between 
high productive capacity and “current demand.” 
The impact cannot help being pronounced and 
painful. 

It is axiomatic that demand tends to be elastic, 
that is buyers are willing to purchase more at low 
prices than at high prices. But demand for certain 
products, especially in the luxury and semi-luxury 
class as well as durable products, is even more 
elastic not only because of their narrower markets 
but because of prolonged utility of the product. 
There is no need for replacing household appliances 
at frequent intervals, and the desire to “keep up 
with the Joneses” since the war has undergone cer- 
tain modification. In other words, demand in such 
lines henceforth will again fluctuate with current 
needs, needs moreover which can easily be post- 
poned without sacrificing essential living standards. 

If spending declines, if there is too much saving, 
goods accumulate and production and employment 
will fall off. Something of the sort has been going 
on in recent months. Consumer savings have risen 
not only because of a greater desire to save 


that our very ability to enjoy a high standard of 
living while at the same time dispensing with many 
articles upon the mass sale of which prosperity 
depends, is a telling factor in today’s business 
conditions. 

In a scarcity economy, this would be no threat. 
But ours is a surplus economy whose productive 
capacity has been greatly expanded in the postwar, 
and this is bound to revive problems characterized 
by the high productivity of the modern technological 
system and by rapid shifts of demand from one 
product to another. The problem is not new and has 
been recognized long ago. It was responsible for the 
appearance of instalment selling because of the 
need for marketing a huge volume of goods, espe- 
cially durable consumption goods. Doubtless this 
artificially stimulated demand through overestima- 
tion of future buying power, and in turn led fre- 
quently to overproduction of certain types of goods. 


No Automatic Adjustment Possible 


Today we find outstanding consumer credit be- 
low the prewar ratio to income, and the same ap- 
plies to the ratio of overall debt to savings though 
consumer credit as well as debt has risen substan- 
tially. It goes without saying that the economy does 
not adjust itself automatically when people quit 
going into debt or when creditors decide that the 
saturation point has been reached, any more than 
when consumers feel that their immediate needs 
have been satisfied. It calls for readjustment of the 
resultant disequilibrium, or for steps to minimize it. 
The latter means the creation of new demands to 
provide sufficient new business to preserve a pros- 
perous economy, and is mainly contingent upon in- 
dustry’s selling goods and services which people 
desire but do not actually need, in other words the 
creation of still higher living standards or the 
broadening of existing standards among _ those 
classes which do not yet enjoy them. Hence the 
trend towards greater distribution of income, the 
emphasis on the need of a high wage economy. 

The requirements for economic stability are no 
mystery. Required most (Please turn to page 96) 





but more important, because consumer in- 
ventories of a great many goods simply 
have become filled. To the degree that de- 


RATIO OF CONSUMER SPENDING TO DISPOSABLE INCOME 





mand has been satisfied, market potentials 
have been narrowing, calling for extensive 
readjustments to the new situation. 


TOTAL DISPOSABLE INCOME 


























BARS LINE — RATIO BETWEEN DISPOSABLE INCOME & CONSUMER SPENDING LINE 
Sensitive to Demand Fluctuations Pe are BILLIONS OF DoLLARS lo 
' 00 
The inevitable deduction is that while 160 
high living standards are responsible for 
high production, employment and income, 140 
they also render business highly sensitive 
: : 120 95 
to fluctuations in consumer demand. So 
many consumer units live far above mere 100 
subsistence levels that they can readily curb 
their spending—for whatever reason—with- - 
out sacrificing basic comforts and conve- 
: : 60 90 
niences. If a sufficient number of them so 


decides, or if their immediate needs are 4o 
satisfied, the impact on business can be- 

come serious in an economy where spend- nat 
ing over and above subsistence needs makes ° 
the difference between prosperity and the 
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absence of it. There is reason to assume 





APRIL 23, 


1949 


63 








Hapyeningin 
Washington. 


VITAL DECISIONS AHEAD 


By E. 


CONCERN over the business trend tends to color a 
good deal of official Washington thinking, thus the 
chances of any “boat rocking” through anti-business 
actions have lessened at least for the moment. Policy 





WASHINGTON SEES: 


The economy wave promised by Rep. Clarence 
Cannon and his democrat-controlled appropria- 
tions committee hasn't vented its comforting breeze 
on federal government costs as yet. As a matter of 
fact, the lawmakers are on a spending spree and 
in the five appropriations bills passed by the house 
so far, they have granted almost one billion dollars 
more than was allowed last year for conduct of the 
same public functions. 


The appropriations cleared by the house in the 
first three months covered District of Columbia, 
Treasury and Post Office, Labor-Federal Security 
Agency, Army Civil Functions, and Interior Depart- 
ment. Still to come are the crushing loads that are 
“musts” in the military establishment appropria- 


tions. 


The first five bills cover budgets totaling 6.5 bil- 
lion dollars, or 389 millions less than the 6.8-plus 
billions requested for these purposes by the Presi- 
dent. But the amount exceeds by 945 millions the 
grants to these agencies in the current year. 


Added to these amounts is 472 million dollars 
voted in deficiency appropriations bills—to pay 
expenses not provided for in this year's budgets. 
Free spending congressmen say that’s proof the 
80th Congress economy bloc pared too closely. 
They seem bent on avoiding that error. 
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is to do nothing that might seriously upset business. 
Rather, as recent moves in the credit field indicate, 
business stimulating action will be resorted to when- 
ever conditions are thought to require them. Never- 
theless, vital tax decisions must soon be faced and 
it would be premature to say that the danger of 
higher corporate taxes is definitely over. It isn’t. 
Higher taxes are still in the air and we shall know 
more about it by the end of April when the fiscal 
outlook will be clearer. 

TROUBLE is seen not only in big spending ahead but 
in the prospect of lower tax revenues as result of 
the changed business picture. It means red ink for 
fiscal 1950 and this in turn spells either deficit 
financing or higher taxes. Not only the Administra- 
tion but Congress as well has little stomach for the 
former. However reluctant, Congress would vote 
higher taxes to avoid it though new taxes, if they 
come, are not likely to apply to 1949 incomes. There 
are those who feel that modest deficit spending 
won’t hurt, that pump priming of this sort might be 
helpful in combatting undue deflation. But they are 
in the minority. 

WHETHER political party splits, or republican-Dixie- 
crat coalitions, actually are doing the job of defeat- 
ing major planks of the Fair Deal legislative plat- 
form, is little more than academic. Fact of the mat- 
ter is that barring either development, the program 
would have to be thinned to remain within the 
bounds of fiscal reason. Here’s why: If Administra- 
tion recommendations are carried out, income taxes 
would be boosted 1314 per cent, and payroll taxes 
by 59 per cent; the federal tax rake would be 614 
times what is was before the war. 

MORATORIUM of one year on suits arising out of 
“basing point” selling now seems certain. It is un- 
likely that congress at this session could take final 
action on legislation to overcome the Supreme Court 
ruling —a decision upholding the Federal Trade 
Commission’s banning basing and zone pricing as 
destructive of fair competition. The Department of 
Justice has no objection to the suspension of prose- 
cutions which have been initiated. Organized labor 
demands immediate action but is receiving little en- 
couragement on Capitol Hill. 
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Millenium apparently has been reached in 
Washington. With the long fight over rent controls out 
of the way, President Truman says he's the victor, the 
real estate lobby the vanquished, and he's happy; the 
realty lobby sees the results in an entirely different 
light, but also is happy! "The new rent control law 
protects both the tenants and the landlord. The Admin- 
istration is not surrendering to the real estate lobby," 
says democratic headquarters. Real Estate Boards 
answered: President Truman conveniently overlooks his 


reverses on the bill, is "buttering up" congress for 
the future. 











Small Business lobby, perhaps inadvertently, 
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small business ceases to be "small," by giving wide- 
spread publicity to a Treasury report "of great interest 
to those who believe the well-to-do are not paying their full share of taxes." In 
the assumed role of defender of the rich, the lobby headquarters here cites: only 
4.23 per cent of those paying taxes have incomes of more than $6,000 a year, but 

















48.735 per cent of the total. Figures are official. 





The petroleum industry is reported to be talking, hopefully, of a com- 


promise on the tidelands oil dispute. Basis of the truce, or agreement, would be a 
limited partnership between the federal government and the states which have rich 
offshore sources of oil. The federal government would hold the sovereignty the 
Supreme Court has said it has, but would share management, and some of the revenue, 
with the states. Texas, a vitally concerned state, is cool to the proposition, 
proposes that an agreement be réached to give states sovereignty on near-shore (not 


precisely defined limits) petroleum. 



































People's Lobby, a vocal but up to now not very effective congressional 
gadfly, has finally come up with an idea that appears to be taking hold. It has 




















- asked the lawmakers to investigate the allegedly unnecessarily high prices of medi- 








cines and vitamins, and to determine whether there is collusion among producers in 
fixing prices. 











The Lobby has placed in the hands of those opposed to a national health 
bill, an addittonal reason for setting aside that legislation; if, indeed, any addi- 


tional reasons seem to the congressmen to be necessary. It will be argued that 























cost of medicines and the vitamins now in general use, were to be reduced. The 
slow-moving machinery of the Federal Trade Commission may be brought into play, as 
the Lobby has suggested. FIC misses no chance to broaden its scope of inquiry; 
undoubtedly would probe, also, the costs of surgical devices and quite likely would 
take in hospitalization, "for good measure." 
































Welcome as “money from Washington" is to municipal treasurers and public 
works directors, the feeling is growing that the cost -- surrender of some local 
rights and federal domination -- is too high a price to pay. The City Halls no 
longer are giving their Washington lobby, American Municipal Association, carte 
blanche to back bills for grants-in-aid of local projects. Currently in progress is 
a mail poll which could produce results that would be astonishing if collated 10 
years ago. The cities may say "not interested" to federal offers. 
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Involved is the advance planning bill (S. 707; H.R. 3086). The Federal 
Works Agency is ready to push for action if the mayors and city managers give the 
word. It would provide loans totaling 50 million dollars to develop up to two billion 
dollars in local improvement projects, replenishing the shelf of blueprints to help 
Stabilize construction employment. 

















FWA found congress and the local government heads not as enthusiastic as 
they were a few years ago when a postwar depression was accepted as inevitable. But 
the works agency sees a change setting in, and has asked the city officials for an 
expression. Put by the American Municipal Association to its membership, is the 
question: Do municipalities want and need federal advances to help them develop a 
shelf of public works -- plans for schools, water and sewerage systems, etc? The 
answers, when compiled into a report to FWA could well mark a turning point in federal- 


local fiscal relationships. 


























One of the dampening factors is the concentration by states and their sub- 
divisions upon a plan to re-define the boundaries of state and local taxation. If 
Washington is to provide money, it must derive money. That means such items as liquor 
and gasoline taxes will continue to be levied by dual sovereigns. Many of the Governors 
prefer a broader field of taxation, are willing to finance their own projects. 











Disclosure that congressmen are maintaining a double set of payroll accounts 
which makes for deception by concealing actual facts from the taxpayers, will lead to 
early reform. The salaries made public don't represent the real payments to 
assistants in offices of the senators and representatives; actually, they draw 50 per 
cent more from the Treasury, on average. 


























The account books open to the public show a salary of $3,000, but the worker 
draws $4,618.68; a $1,500 a year employee is paid $2,552; a $2,520 employee receives 
$3,956.56; a $5,040 employee gets $7,405.06; and a $7,320 administrative assistant 
receives $10,300. It's a great patronage grab. Publicized, only, are pre-war rates 
of pay fixed by law. To that base, congress has "met the cost of living" by adding 20 
per cent, in 1945; 14 per cent more in 1946; 10 per cent additional for "overtime"; and 
then, last July, a salary boost of $300. 



































Each year, approximately 200 million dollars of federal taxpayers' money 
goes "down the sink" for government publications, and congress having debated the 
subject (as it does annually) has passed over it. Nothing will be done to cut the cost, 
eliminate the useless. In the latter category are 10 million copies which were 
condemned in the past two years, sold for waste paper. Congressional investigators 
found as many as 500,000 copies of one publication on hand, no takers. 





























The Army prints, quarterly, an index to its publications. The list alone is 
a 500-page book! Whole floors of government owned or leased buildings are used for 
"dead storage" as the race goes on among agencies to see which can capture the greatest 
readership. An interested Senator recently asked for one copy of each publication 
issued by each agency in the past year. He called a halt when 83,723 different publica- 
tions arrived. He had no more room for storage . One bureau was ready to send a stack 
of publications estimated to be 52 feet high. 























One of the reasons why the Government Printing Office is in a constant state 











133 ,582,867,587 copies of printed matter were produced by GPO. There's no record of the 
additional product of 135 printing plants and 256 duplicating plants operated by 
federal agencies, outside GPO. 
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By V. L. HOROTH 


= problem of the rehabilitation of Japan, 
even without the recent complications arising from 
the growth of communism in North and Central 
China and its likely spread southward, was never 
considered an easy task. About one year ago, soon 
after the Draper-Johnston Committee returned 
from Japan, the “reform-punishment” concept char- 
acterizing our policies during the first 214 years of 
the occupation gradually gave way to the view that 
economic recovery should be stressed in order to 
make the country self-sufficient and to lighten the 
American taxpayer’s burden. 

There are signs that Washington is once more 
shifting its viewpoint and objective in regard to 
Japan’s future under the influence of a plan to 
throw up a barrier against communism in South- 
eastern Asia. As an important link in a chain of 
bases stretching from Singapore to Formosa and 
South Korea, Japan’s rehabilitation is to be speeded 
up and the country is apparently to be given more 
self-government, and possibly allowed even a home 
defense army. 

The containment of Soviet Russia and Red China 
in Southeastern Asia will cost money, and unless 
the American taxpayer is to be saddled with an 
additional burden, this money will have to be saved 
somewhere. The logical place is Japan which is 
costing us about $1 billion a year in occupation 
costs, relief food and raw materials that we have 
been providing to Japanese industries. Japanese re- 
habilitation which, as will be shown later, has made 
some real progress during the past year, could be 
speeded up further by doing away with the threat 
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of the removal of excess. industrial 
capacity now hanging over the leading 
Japanese industries. Instead of playing a 
passive part, Japan then could play a 
more active role in the economic revival 
of Southeastern Asia. 

But all this is more easily said than 
done. In the first place, if Japan is ulti- 
mately to get off the U. S. dole, where is 
she to get the raw materials and food- 
stuffs to maintain herself? Second, 
where are the Japanese going to sell 
their exports, once their industries are fully re- 
habilitated ? Will the new Philippine Republic, intent 
on industrializing herself, allow herself to be flooded 
with Japanese goods? Will the Dutch, the French 
and the British open their remaining colonial areas 
to Japan? Most important of all, the areas which 
were the principal source of Japanese imports and 
the best market for Japanese exports, such as 
Manchuria, North Korea, Sakhalin, and North and 
Central China, are now in communist hands. Will 
we allow Japan to trade with these areas? 


Still Undecided 


None of these questions is easy to answer, and 
apparently Washington has not yet made up its 
mind what to do. As in the case of Germany, 
opinions as to what industries should be “per- 
mitted” to Japan as a “safeguard against new ag- 
gression” have undergone a complete change. The 
earlier view that Japan should concentrate on the 
production of consumer goods, textiles in particu- 
lar, has now been, for all practical purposes, aban- 
doned, possibly partly because of the fear that the 
Japanese might “swamp” the world with cheap 
textiles as they did before the war. 

The view now prevailing is that Japanese indus- 
tries should be as diversified as possible in order to 
make the country’s economy better balanced. It 
was thought that Japanese railway and electrical 
equipment, mining and textile machinery, ships, 
tools, and capital goods in general could make a 
valuable contribution to the development of Nation- 
alist China. Now it remains to be seen how the 
political collapse of that country will influence the 


67 














: 





slowly, there are more consumer goods 
































improved, mainly because of a big rice 
Prices crop—the largest since the war—and 
Production oadings Output Official Market Output Prices soy | 
Manufact. Mining (1941= (000 (1937 (Sep.'45 (000,000 (Dec.'47 sweet potatoes. Nevertheless, food still 
(1937100) 100) tons) =!) =100) Kwh) =100) has to be imported. 
_ w7 113 erg 558 1.2 2,457 Inflationary Pressures Abating 
1940 118 122 at 571 1.3 2,581 
1, eae 123 121 100.0 587 1.4 att 2,787 Meanwhile inflationary pressures, 
 ——=— 16 46 63.6 46 12.1 222 2,328 a —. —, — _— 
to have come from the drastic fall o 
= 20 60 72.2 78 38.6 588 2,461 92 : 
production after the war, have abated 
1948 somewhat. The official prices are still 
Mer... ee 74 728 86143 71.7 646 2,535 220 rising, but much more slowly than 
LL, eee < f 70 82.9 133 75.8 767 2,566 176 during 1948. In contrast, black market 
i as 69 82.3 140 106.0 785 2,745 202 prices have been tending downward 
rr 64 84.2 149 128.0 753 2,663 173 since last Fall with the result that the 
BOO acca. oe 72 85.9 165 138.0 755 2,750 169 spread between official and the black 
I wnsieg Se 75 89.3 183 145.0 760 2,828 198 market prices has narrowed material- 
mS 75 90.0 192 155.8 754 2,758 oe ly. At one time, black market prices 
Dec. - 34 mB 197_———«*157.4 ~~ _2,858 were 6 to 7 times the official prices; 
(e)—Partly estimated. now they are less than 3 times as high. 
According to the Oriental Econ- 




















future thinking on this subject. 

Despite many handicaps, such as the worn-out 
machinery of Japanese plants, and the red tape of 
Japanese and occupation officialdom, Japanese in- 
dustries made fair progress in 1948. As will be seen 
from the accompanying table, the index of manu- 
facturing production rose late in 1948 to about 35 
per cent of the 1937 output. This compares with 22 
per cent in the Winter of 1947 and only 16 per cent 
two years ago. According to a New York Times 
correspondent in Tokyo, Japanese experts believe 
that the production figures should be raised by one- 
third to allow for unreported production that is 
absorbed by the black market. If so, the latest 
available production figures would be around 47 per 
cent of the 1937 average. 


Low Steel Output a Handicap 


The production index would have made a still 
better showing had it not been for the very low 
level of steel output which last Winter was at an 
annual rate of about 2,000,000 ton, as compared 
with steel machining capacity of about 7,000,000 
tons. This low production of steel is the chief bottle- 
neck in Japan’s industrial revival. There is hardly 
enough steel to satisfy domestic requirements, let 
alone to be exported in the form of machinery, 
ships, bicycles, etc. The slow recovery has been only 
partly due to the disfavor with which heavy in- 
dustries have been regarded by the occupation au- 
thorities as potential war industries of the future. 
The factor which has been really holding them back, 
has been the lack of iron ore and suitable coking 
coal. It is doubtful whether without Manchurian, 
Korean and other Far Eastern resources, the Jap- 
anese steel industry can be operated economically. 
Coking coal has to be brought at present from the 
United States and paid for in dollars rather than 
yen, and at prices far above those that the Japanese 
steel industries were accustomed to pay before 
the war. 

On the other hand, while the rebuilding of de- 
stroyed plants and cities has been progressing 
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omist, the greater availability of food 
and consumer goods is only partly re- 
sponsible for this development. The fact seems to 
be that many people simply have been priced out of 
the market. Department store sales have been fall- 
ing, and shops seem well-stocked with goods which 
the public cannot afford to buy. Manufacturers, un- 
able to make a profit because of price ceilings, have 
been selling their raw material inventories to meet 
payrolls and many of them subsequently had to 
shut down. 

The rising official prices have sharpened the de- 
mand of labor for higher wages though backed by 
the occupation authorities, the Government has been 
trying to hold the line on wages, insisting that 
labor can get more money only by increasing pro- 
ductivity. How long wage demands can be resisted 
now remains to be seen. 

As elsewhere, Government deficits (covered large- 
ly by borrowing from the Bank of Japan) have 
contributed to inflation. The new 1949 budget ap- 
pears to be balanced. But as long as various gov- 
ernment corporations administering reconstruction 
and subsidies continue to borrow freely from the 
Bank of Japan, the balancing of the regular budget 
does not mean much. The largest single expendi- 
tures, as in Germany, are the occupation costs. At 
the official rate of exchange (350 yen to the dollar), 
this costs the Japanese about $400 million a year. 
As against this amount, this country is spending in 
Japan this year around $1 billion, of which $470 
million go for relief (food) and raw materials. 

The revival of foreign trade will play an increas- 
ingly important part in Japan’s recovery. If the 
country is to be self-supporting, and if it is to at- 
tain the living standard of the depression years 
1930-34, it will be necessary for imports to reach 
about $2 billion. Exports will have to be almost that 
high—depending upon the earnings of the Japanese 
merchant marine. 
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lion worth of goods, but actually shipments turned ®80 we 
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bridge most of the gap. The export goal for the @tely as 
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ds | 1949-50 fiscal year set by the Economic Stabiliza- 


so | tion Board is $450 million. In Japanese opinion, the 
ce | attainment of this goal seems to depend (1) on the 


nd | availability of steel for making machinery, railway 
as | equipment, electrical goods, etc. for export, and 
ill | (2) on the exchange rate for the Japanese yen. At 
present each export product is assigned a different 
rate, ranging from about 100 to 800 yen per dollar. 
Japanese exporters would like to see a uniform rate, 
somewhere around 450 to 500 yen to the dollar. 
es, There is no doubt that currency stabilization would 
ms _ help Japanese exports. 
sd The Question of Trading Partners 
- Apparently another reason for the failure of 
cet Japanese exports to come up to the planned level 
rd has been the shortage of dollars and pound sterling 
he on the part of Japan’s customers. It is now hoped 
ick that barter trade agreements concluded during the 
al- | past few months with Indo-China, Indonesia, Pakis- 
ces tan, Egypt, Sweden, Siam, and Great Britain will 
es; provide the country with needed raw materials and 
yh. foodstuffs in return for fabricated products of all 
on- kinds. 
0d Obviously Japan’s success in expanding her trade 
re- during the next five years from some $275 million 
to in 1948 to $2,000 million by 1953 will depend to a 
of large extent upon the revival of Far Eastern econ- 
all- omies which in the long run must provide Japan 
ich with those raw materials and foodstuffs that the 
un- United States is paying for at present. It has been 
ave appropriately said that Japanese recovery “cannot 
eet be accomplished in a Far Eastern vacuum.” 
to “The bold new program” for relatively undevel- 
oped areas offered in President Truman’s inaugural 
de- address offers a ray of hope. Even limited projects 


by aiming at the expansion of production of food and 
een Yaw materials in*some of the countries of South- 
hat eastern and Far Eastern Asia could prove helpful 
yro- in making Japan gradually more and more self- 
ted sufficient. The rehabilitation of South Korea, for 

which we are to spend in the neighborhood of $200 
‘ge- million a year during the next few years, offers a 
ave Splendid opportunity for Japanese capital goods in- 
ap- dustries. The Koreans will need a good deal of 
rov- Mining and textile machinery, electrical and rail- 
tion Way equipment which could be supplied by Japan 
the in return for Korean raw materials and fishery 
lget products. Some of the dollars that are likely to be 
ndi- spent in Formosa, South China, and Indonesia in 
At throwing up a barrier against communism could 
ar), likewise find their way to Japan, andehelp bridge 
ear, the gap in her international payments with the 
» in United States. 


470 
Japan vs. Her Neighbors 
eas- 
the One problem is whether we can sell the idea of 


-at- Japan as a strong self-sufficient military outpost 
oars Against communism to some of the neighboring 
ach Countries, the Philippines, South China and even 
that Australia. These have not forgotten the days of 
nese ‘Japan’s co-prosperity era” and are alarmed about 
our strengthening of reactionary elements and about 
. In Our complacency in letting the Japanese keep all 
mil- their industrial capacity—which only a few years 
rned #80 we condemned as “far in excess of Japanese 
vere heeds.”’ : 
nto. Moreover, if we go and build up Japan deliber- 
the &tely as a military base against the communist-held 
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Japan’s Trade in 1947 
(In Millions of Dollars) 
Principal Imports Principal Exports 

Grains eer $232 Cotton Fabrics 0. $85 
Cotton eee as Cotton Yarn .. _. ‘18 
Fetllmes CGF Raw Silk . eer { 
Petroleum Products 38 OS ae Lath 8 
Foodstuffs and Feeds. 26 Silk Fabric _.. : 6 
Vegetables and Prep... 26 Wood and Paper... 7 
Salt _ af 12 Non-ferrous Metals . . 5 
All Others... 55 All Others ; 34 

LCL ee eee. Total sites, OEM 

Chief Suppliers Chief Markets 

United States «$484 =| Ss Netherland Indies $ 23 
iC eee 10 | Great Britain ..... in a 
Great Britain... 9 United States _.... 20 
CLO Sak eee eae S | Kewe.... 18 
LCL OTC See en Bh WGmmei Se ee 15 
Hong-kong ......... 4 | Hong-kong 14 
All Others 9 | All Others 63 

lal... $526 Total $174| 











Asiatic mainland, North and Central China, Man- 
churia, North Korea, Sakhalin and other areas in 
Asia may be reluctant to trade with her. Yet, be- 
fore the war, at least one-third of Japanese imports 
consisting largely of foodstuffs, salt, coal, iron ore, 
lumber, and pulp were supplied from these areas 
which in-turn took about 40 per cent of the Japanese 
exports. Without the trade with this more or less 
natural hinterland, Japan will be forced to intensify 
her export drive in the non-communist countries of 
Southeastern Asia and in the West. 

Thus it looks as if we are facing a Hobson’s 
choice insofar as Japan is concerned. To let her 
flounder in her postwar misery, after we have de- 
prived her of colonies and weakened her industries, 
would be to invite communism. On the other hand 
the building of a strong, self-sufficient Japan ready 
to defend herself against communism will most 
certainly be a burden to the American taxpayer for 
many years to come, and is bound to alienate our 
former allies in the Far East. This is why the prob- 
lem of Japan’s recovery poses quite a dilemma. 
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Crux of our policy in Japan: Building a barrier against 
communism and yet safeguard against new aggres- 
sion. To evolve a median course poses a dilemma. 
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By STANLEY DEVLIN 


pe he fountain of youth for which Ponce de 
Leon, Spanish explorer, searched in vain has been 
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variety of industries, a sented 
well as to the fact that the tion 0: 
also are becoming vital a potent 
the source of the nation: | Nee 
well being in the matter 0! ing ch 
health and of national de ditions 
fense. As pointed out i trends 
former surveys, products of the chemica trial o 
laboratory have come to be regarded, it Trade 
terms of human satisfaction, as virtually) narily 
priceless. Recognition *of this all too ap ter of 
¥ parent aspect helps explain the indus mately 
F try’s dramatic rise to prominence and its essen compa 
tiality that find reflection in popularity of chemi. has cl 
cal stocks. thirtee 
The extent of the industry’s growth in the las total i 
decade is not generally appreciated outside of th 6 per | 
trade. Yet the very size of this expansion is a source Come I 
of anxiety to those who are aware of it and wonde Percen' 
whether or not progress may have been too rapii about 
Competition from new discoveries within the indus ne “ 
n 


discovered by the chemical industry. That is the 
only reasonable explanation that can be advanced 
to account for consistently prolonged growth un- 
parallelled among major industries. The magic foun- 
tain actually is the research laboratory where in- 
credible regenerative forces are created. 
Notwithstanding extraordinary expansion during 
the war in connection with supplying enormous in- 
dustial and military requirements for every type of 
chemical product, not to mention vast quantities of 
pharmaceuticals, the chemical industry has experi- 
enced continued expansion. Progress in the last 
year has more than fulfilled optimistic expectations. 
It is little wonder that stocks representing this 
industry continue to command high investor regard 
even while corporate earning power and assets in 
other industries are being modestly appraised. 
Without a searching study of fundamentals, the 
inexperienced investor may not fully appreciate the 
underlying reason for this industry’s strategic posi- 
tion. Briefly it may be attributed to the fact that 
chemical products constantly are becoming increas- 
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try also may present problems for companies repre 
senting outmoded processes. With demand an‘ chemic, 
supply in better balance than at this time a yea) 1937 vo 
ago, the outlook is for less uniformity in sales ant above-a 


earnings gains. Hence the need for greate)261 pet 

selectivity. — 
AS 

Broad Background Factors of thei 


Before turning to various segments of the indus Wide v 
try it may be well first to examine the geners|Underst 
background. With the reservation that not all prod Chemic 
ucts are equally favorably situated, it is fair to sai Allied ¢ 
that demand is being sustained on a relatively higithat de 
plane, that productive facilities are adequate fo/0ticeak 
almost every important item and that profit marginjVariatic 
are quite satisfactory. With productive efficiency aicentury 
the highest point since the war, the outlook i#umber 
promising for earnings comparing favorably wit/®f seven 
1948 results in a majority of instances and for divi) owed d 
dends likely to be a trifle larger, on the average), side 
rather than smaller. This prospect appears a reg OW an 


sonable probability unless industrial activity suffer#?arison 
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a worse relapse than now seems likely. 

The basis for an above-average forecast for 
chemicals may be explained chiefly by the fact that 
benefits of an extensive plant modernization pro- 
gram are being experienced more importantly this 
year than ever before, and by reason of the fact that 
many products will be necessary for our own arma- 
ment program as well as for assisting other nations 
-in the North Atlantic Alliance. Markets have 
widened at home as well as abroad with the result 
that production gives promise of holding close to 
1948 levels except for minor variations in individual 
products. 


| Lower Profit Margins Indicated 
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Profit margins, which improved to an unexpected 
| extent last year, may recede in 1949 — especially in 
| a few instances in which supply has exceeded de- 
mand and competition has returned with full force. 
Nevertheless, earnings should not be seriously im- 
paired in the case of large integrated companies 
which have well entrenched products. Even if 
results should fall somewhat short of 1948 figures, 
dividend coverage still should prove adequate. Com- 
prehensive statistics on income account and balance 
sheets for a number of leading companies are pre- 
sented in an accompanying tabulation. An examina- 
tion of such data should prove helpful in appraising 
potentialities of companies discussed in this article. 

Need for adhering to a selective policy in apprais- 
ing chemical stocks under today’s competitive con- 
ditions may be best understood by analyzing sales 
trends indicating the importance of various indus- 
trial outlets, to see where progress is most evident. 
Trade data indicate that fertilizer producers ordi- 
narily take (chiefly as sulphuric acid) about a quar- 
ter of industrial chemical consumption. Approxi- 
mately 24 per cent went into this channel last year, 
compared with about 20 per cent in 1935. Rayon 
has climbed to second position from only seventh 
thirteen years ago with about 12 per cent of the 
o Jas total in 1948, compared with slightly more than 
yf th 6 per cent in 1935. Paints and varnishes have be- 
oure come more important and rank third, but greatest 
onde percentage growth is in plastics, which now take 
rapid about 4 per cent of.output, against only 1.5 per 
ndus cent in 1935. 
repre On the average it is calculated that industrial 
and chemical sales have increased about 77 per cent over 
- yea) 1937 volume. Individual industries have experienced 
s andabove-average gains. Here are examples: Plastics 
reate!261 per cent, rayon 203, paints 125, rubber 100, and 

fertilizer 87. 

As principal products of leading representatives 
of the industry are studied against this background, 
indus Wide variations in growth may be more readily 
onerz Understood. The fact that progress in Monsanto 
rod Chemical or in Dow has far surpassed that of 
to sai Allied Chemical and duPont is accounted for by fact 
; higiithat development of new products has been more 
fe fojoticeable in the smaller companies. The extent of 
arginjVariations in earnings in the last quarter of a 
ney acentury may be best compared by use of index 
yok ij2umbers. With 1929 net income equal to 100, results 
- witl0f several companies for significant years have fol- 

r divi owed different trends. (see table) 
erage, Aside from evidence of outstanding progress in 
a ren Dow and Monsanto, already mentioned, this com- 
ufferParison discloses the interesting fact that repre- 

Sentative chemicals had topped their 1929 earnings 
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Index of Earnings in Selected Years 
1929 = 100 

1935 1939 1947 1948 
Allied Chemical & Dye 71.9 69.7 101.5 106.4 
American Cyanamid ..... 87.9 119.6 191.5 248.5 
Dow Chemical* 119.4 156.8 457.6 757.0 
duPont 79.4 119.2 153.5 201.3 
Hercules Powder 72.8 122.2 297.0 251.7 
Monsanto . 322.0 479.8 1360.0 1569.0 
Union Carbide 76.9 101.2 213.8 287.9 

*Fiscal year ended May 31. 

















peaks as early as 1939 and that even Allied Chemi- 
cal had scaled the previous top by 1947. Although 
a measurement of this sort raises the question as to 
whether such expansion can be maintained in the 
face of intensifying competition, the fact must not 
be forgotten that technological progress has been 
phenomenal and production costs steadily have been 
lowered. This trend toward holding down costs has 
broadened markets and has strengthened the com- 
petitive position of chemicals. 

Government statistics show that whereas chemi- 
cals were about in line pricewise with allied prod- 
ucts and all commodities (on basis of Department 
of Labor index numbers) as recently as 1945 under 
price ceilings, latest tabulations for 1948 show 
chemicals at 126 (1926 equals 100), allied products 
at 135 and all commodities except farm and foods 
at 151. The fact that chemical price has risen only 
about 30 per cent from OPA ceilings is important 
in considering prospects of industries dependent 
largely on raw materials from this source. 

Because many large integrated companies are 
represented in a variety of products, sales figures 
tend to obscure to some extent uneven growth 
among certain segments — particularly in petro- 
chemicals. Coal tar lines which experienced out- 
standing gains a quarter of a century ago now are 
more matured and their growth is geared more 
closely to the uptrend in general industrial activity. 
Heavy chemicals, demand for which outstripped 
productive capacity during the war, have caught 






























































CHEMICAL GROUP VS. 320 COMBINED STOCKS 
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Comprehensive Statistics Analyzing 











Allied 
Figures are in million dollars, except where otherwise stated. Air Chemical American Atlas Columbian Commercial 
CAPITALIZATION: Reduction & Dye Cyanamid Powder Carbon Solvents 
ines Wires Piet, (OTRDE WENUG:.......-..2..0602 00005, sce eens) stpeesnesncaoss= "tlre $61.1 ues hires hep 
ras MAMI RP IIDEN WI RODADDS cs <5. -c.0c.5cccssccssccacvacccssccvececsecvenss copPtaers) Se deuaivas $39.1 Beemer ©) cee eae 
Gammon Stocks 1000 omllled))..................-2:...ccccccecsnecsevanssenees . 2,736 2,401 2,738 259 1,612 2,637 
ere MINS INEM 02a c ct 228 eseat ys conn s yan sus sces sas cescaasncs ca vonsabavers $57.5 $12.0 $127.6 $18.6 $21.8 $6.6 
INCOME ACCOUNT: For Fiscal Year Ended.......................0..:..0088 12/31/48 12/31/48 12/31/48 12/31/48 12/31/48 12/31/48 
RUMORS. 5 SE See ber pcr oan es 5s) su ron oy sopra eae vee teimn snub cep nowsun cect nwreouassun toe $94.8 $387.7 $232.0 $43.1 $42.9 $41.5 
Depreciation, Depletion, Amortization, etc.........................0..... $3.9 57.7 $8.6 $1.0 $2.8 $1.2 
OL RRs eng te FURS freee see oR pent eee ere ner emer ERNE $4.4 $22.5 $5.9 $.6 $2.7 $3.0 
Den Snes er NE io ed ei ches $10.9 == arcceese $13.3 ee 0s CC*« bce 
Interest (Bonds and Long Term Debtf)........................:0::cceeeee SB ccsthcae $1.5 Oe cee ek Os 
Pe Rinrrnl Aa OE eo 5 oooh iocscseccsiaceRSiecess | Qeeeiein |.) pkivenne $1.4 eects || Geter 
Bal e for C DRS gs rewebeh vats aces vobascnu des conensapcswassssecatecneeseeacees $6.4 $41.3 $11.9 $1.0 $6.5 $5.5 
NNN 5555506 nso nsesacedsecch cd.beaisa babi ca os rahi eaknoada sks 15.8% 17.4% 15.2% 6.9% 25.6% 20.2% 
Pm NN Sas oon obo Ses hint char enaieiss ixapdmen cin soemeea dors aSponaes 6.8% 10.6% 5.1% 3.0% 15.2% 13.6% 
Percent Earned on Invested Capitall.....................0...ccccceeeeeeeeeeee ee 8.0% 13.9% 7.5% 4.5% 15.1% 16.4%, 
Number of Times Interest Charges Earned............................:0006 WO sisesseas 9.19 MO 0800 Asvescsues 0 “esensane 
ECA Or AT IID S555 cos ossovcssavsenssccsessscvesseseasasessusenn sae $2.36 $14.35 $3.84 $3.91 $4.03 $2.10 
a AR ID S25 nose oi os ces ee hoes caddies cis te bcnaesctsceeses $21 $176 $40 $50 $31 $17 
PN ois cos sesh ep essssariccsexneensé Seoeidis Sctasti beset ett cyte $1.00 $9.00 $1.50 $2.50 $2.00 $1.50 
ESSN IRAN CR OE 4.8% 5.1% 3.7% 5.0% 6.4% 8.8% 
INTEND 250.55 55555 <5 cicaco unc anduceysexsabasrsuaeeercecasvosswecens 8.9 12.2 10.4 12.8 7 SY 8.1 
BALANCE SHEET: Fiscal Year Ended........................sccsccsccsscceseeees 12/31/48 12/31/48 12/31/48 12/31/48 12/31/48 12/31/48 
SD IE IONE 555555 oss scuk sso scnsennveusececsocssheusbaateusosscs $18.2 $92.9 $31.9 $5.1 $8.1 $5.4 
ENN ND Soo os ssc) sp elses a cs dueceackanetae vetemasbeucweotcess $13.1 $36.4 $48.9 $6.9 $5.7 $7.4 
EN ee eee ee ane Pe NY ee ee ee eT $10.7 $30.9 $22.0 $4.5 $3.5 $4.2 
PE" SCL OT $42.1 $160.3 $102.8 $16.5 $17.3 $17.1 
Current Liabilities ......... pas Sep inatsbeedasnchee ene tveue baveastoneteamaebetemen ease $11.9 $42.7 $34.1 $3.1 $4.6 $3.9 
Net Current Assets.............. .. $30.2 $117.6 $68.7 $13.4 $12.7 $13.2 
OSEAN OTRO EME $134.8 $92.5 $11.8 $28.3 $17.6 
OE ee Se ee er eR TIER EN AERIS A . $94.5 $597.1 $212.0 $32.9 $48.8 $39.9 
Ne IUD SE RENIN Soins osc isi Sccipciniesdoccnsesiacsasensanchnadiesanesiss2, ee. $124.02 $28.38 $61.67 $25.77 $12.85 
Net Current Asset Value Per Share(b)................ ees a Spaaei SOG.50 accssess $14.80 $8.35 $5.00 
Cash Asset Value Per Share........... Fabs Sekpewea oot easy ou gesesncbe ous ches eee : $6.70 $38.75 $11.70 $19.60 $5.00 $2.05 
de RO Lt ee ene eT ERE Lem OAT A Se Ne ; 3.5 3.7 3.0 5.4 3.7 4.4 
NS es RIP IIB ios sissy Scns seax ds cncondeade catecunceontnbeuanieeensoes 13.8% 9.4% 21.2% 16.0% 13.2% 18.0% 
inventorios, % of Corrent ASSets.............0.....0.ccsssessessessscesesesss 31.1% 22.6% 47.8% 41.7% 33.0% 43.6% 
Depreciation and Depletion, % of Gross Fixed Assets.............. 4.5% 2.0% 5.1% 4.1% 4.1% 3.8% 





*—Adjustments made for stock-splits. 
b—After deducting senior obligations. 








up and now may be expected to keep in line with 
general business. Synthetic organic chemicals, how- 
ever, especially products derived from a petroleum 
base, have registered greatest progress. 

As a guide to what may be in store for the future, 
it may be well to study production trends of impor- 
tant products in the past year. In heavy chemicals, 
of which sulphuric acid is the most important, larg- 
est gains were in chlorine and caustic soda. Output 
of. the latter approximated 2.4 million tons, com- 
pared with about 2.1 million in 1947: while chlorine 
gained about 12 per cent at 1.6 million tons. Sul- 
phuric acid increased some 3 per cent to 10.3 million 
tons and soda ash gained only 2 per cent at 4.9 
million. Principal producers of heavy chemicals in- 
clude Allied Chemical & Dye, American Cyanamid, 
Dow Chemical, duPont, Hercules Powder, Mathie- 
son Chemical, Monsanto and Union Carbide & 
Carbon. 

Synthetic organic chemicals include coal tar de- 
rivatives, such as dyes, perfume materials, synthetic 
resins and various types of synthetic glycerine. Coal 
tar chemicals increased last year only about 2 per 
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cent, while synthetic organic chemicals registered a 
gain of more than 12 per cent. Output of methanol 
jumped some 85 per cent to about a billion pounds. 
Rayon production rose about 14 per cent, and plastic 
materials accounted for a gain of about 15 per 
cent over 1947. 


Large Producers in Various Fields 


Principal producers of industrial gases include 
Union Carbide, Air Reduction and National Cylin- 
der Gas. Sulphur companies include Texas Gulf ané 
Freeport. Carbon black producers are Columbian 
and United Carbon. Fertilizer concerns include 
American Agricultural Chemical, International 
Minerals and Virginia-Carolina. Miscellaneous prod- 
ucts are produced by Commercial Solvents, U. $. 
Industrial Chemicals, Newport Industries and 
Victor Chemical Works. 

As a consequence of recent developments it now 
is necessary at least to mention petroleum com: 
panies in any discussion of chemicals, for most 0! 
the large integrated producers have importan! 
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Position of Leading Chemical Companies* 








International Union 
Davison Dow Hercules Min. & Mathieson Monsanto Pennsylvania Carbide & United Victor 
Chemical Chemical DuPont Powder Chemical Chemical Chemical Sak Carbon Carbon Chemical 
$4.6 SOR #8} 32 cake (CC banc $13.1 $11.6 $30.5 $3.0 CL | ere $.3 
seaseaes $70.4 $268.9 $9.6 $9.9 $2.4 $33.1 $4.4 sates aieatas $8.0 
514 4,995 11,158 2,633 789 830 4,275 764 28,807 796 749 
$5.1 $212.5 $492.0 $26.6 $26.9 $29.5 $84.4 $15.0 $344.5 $11.9 $11.8 
6/30/48 5/31/48 12/31/48 12/31/48 6/30/48 12/31/48 12/31/48 12/31/48 12/31/48 12/31/48 12/31/48 
$33.5 $170.7 $977.8 $129.3 $50.1 $31.9 $161.6 $32.4 $631.6 $26.0 $25.8 
$1.0 $14.2 $61.9 $6.3 $2.2 $2.8 $7.2 $1.6 $21.7 $3.6 $.9 
$1.4 $12.4 $92.2 $6.8 $1.6 $2.8 $10.1 $1.3 $57.2 $1.7 $1.4 
$4.7 Saae 8 § ay  —feeasadec eee (eta 0 C(“‘“‘t CCC wee SUG ekises caves 
$.1 OC a rece? Dee ererere ee eee Re a | eee 
ee $2.5 $11.1 $.4 $.4 $.2 $1.1 $.2 Ben ee, $.3 
$2.6 $18.6 $146.3 $10.5 $4.6 $4.6 $17.0 $2.1 $102.3 $3.1 $1.9 
16.8% 28.8% 26.5% 18.6% 18.6% 31.8% 21.0% 14.4% 28.0% 36.0% 17.2% 
7.8%, 14.0% 16.1% 8.4% 10.0% 15.0% 11.2% 7.1% 16.2% 12.0% 8.4% 
11.7% 9.8% 18.3% 15.3% 10.3% 11.5% 11.6% 8.2% 18.0% 13.5% 11.5% 
42.50 WARGO cckacins 0 ws bees ME eeuSdegs = (tC (it(ti‘ nw SS So a rr er 
$5.07 $3.72 $13.12 $3.97 $5.85 $5.61 $3.95 $2.78 $3.55 $3.91 $2.52 
$18 $47 $190 $42 $26 $37 $54 $37 $39 $33 $38 
$1.50 $1.00 k $9.75 $2.25 $1.70 $1.75 $2.00 $1.50 $1.67 $2.00 $1.75 
8.3% 2.1% 5.1% 5.4% 6.5% 4.7% 3.7% 4.0% 4.3% 6.1% 4.6% 
3.6 12.6 14.5 10.6 4.5 6.6 13.6 13.3 11.0 8.5 15.1 
6/30/48 5/31/48 12/31/48 12/31/48 6/30/48 12/31/48 12/31/48 12/31/48 12/31/48 12/31/48 12/31/48 
$4.9 $22.8 $170.3 $18.2 $4.6 $2.6 $17.6 $3.1 $158.3 $5.9 $2.6 
$5.1 $36.7 $157.1 $19.3 $8.9 $4.6 $33.6 $7.3 $126.1 $2.3 $4.8 
$1.9 $23.6 $79.4 $8.4 $3.1 $3.9 $18.0 $3.5 $71.5 $2.3 $1.9 
$12.4 $83.2 $406.8 $47.0 $16.6 $11.1 $69.2 $14.1 $356.0 $10.5 $9.3 
$2.1 $29.1 $87.1 $12.6 $3.4 $5.8 $17.3 $4.6 $124.9 $3.7 $2.0 
$10.3 $54.1 $319.7 $34.4 $13.2 $5.3 $51.9 $9.5 $231.1 $6.8 $7.3 
$12.4 $176.8 $413.0 $35.9 $39.0 $36.5 $149.7 $20.2 $330.3 $14.6 $11.9 
$25.2 $271.5 $1,585.3 $84.0 $56.5 $79.7 $226.7 $35.4 $722.7 $29.5 $22.3 
$35.93 $20.73 $67.03 $23.62 $37.87 $34.46 $21.69 $30.33 $15.54 $32.37 $14.67 
STV.OCO ——akccsiine $4.57 oe oe $2.70 $2.80 oy |: eco 
$9.60 $4.65 $16.30 $6.90 $5.83 $3.10 $4.10 $4.05 $5.50 $7.40 $3.45 
6,0 2.9 4.7 3.8 4.9 1.9 4.0 3.1 2.9 2.8 4.6 
15.3% 21.6% 16.0% 15.0% 18.0% 14.5% 20.8% 22.7 % 20.0% 8.8% 18.6% 
41.5% 44.4% 38.6% 41.0% 54.0% 45.0% 48.5% 52.3% 36.5% 22.0% 51.2% 
5.2% 6.2% 7.6% 7.5% 4.4% 4.1% 3.8% 4.1% 3.5% 7.9% 5.5% 





k—Plus stock. 








stakes in organic chemicals of the oxygenated type 
either as primary producers or as suppliers of 
hydrocarbons to other companies. The Texas Com- 
pany is jointly interested with American Cyanamid 
in Jefferson Chemical, which operates a plant in 
Port Arthur, Texas, with an annual capacity of 12 
million gallons of theylene glycol. Its principal 
product is a permanent type of anti-freeze marketed 
through Texaco stations. Shell Union, through a 
subsidiary, has begun production of ethyl alcohol 
and synthetic glycerine in a large new plant in 
Houston. Union Carbide & Carbon has become a 
major producer of methanol, ethy] alcohol, ethylene 
glycol and higher alcoho] at plants in Indiana, West 
Virginia and Texas with co-operation of oil pro- 
ducers who supply raw materials. 

Natural gas is another important raw iactentsl 
now being converted into basic chemicals. Celanese 
Corporation is understood to produce in its large 
Bishop, Texas plant about 100 million pounds of 
acetic acid annually and larger quantities of formal- 
dehyde solution as well as millions of gallons of 
methanol. This company is a large producer also of 
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other oxygenated chemicals and is experimenting on 
additional products. 


Sharp Drop in Alcohol Prices 


Growth of ethyl alcohol production during the 
war was stimulated by wide profit margins obtain- 
able on materials produced from petroleum. Because 
of urgent military requirements, alcohol prices 
soared, especially after removal of price ceilings, 
to above $1 a gallon. This price afforded substantial 
profits for efficient producers, inasmuch as costs 
averaged 15 to 20 cents a gallon by the conversion 
of petroleum gases. When demand began to falter 
late last year, prices fell sharply from about 70 
cents to between 20 and 25 cents a gallon. This 
development had an adverse effect on distillers who 
produced alcohol from molasses by the fermentation 
process as well as on chemical companies whose in- 
ventory values were depreciated. As a consequence, 
profit margins on ethyl alcohol, methanol and other 
solvents have been pared down considerably. 

Overproduction is not (Please turn to page 94) 
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... DRUG... 


Companies in 
the Investment 
Laboratory 


By GEORGE L. MERTON 


ee combination of 
circumstances promises to hold 1949 
sales and earnings of prominent drug 
manufacturers close to the excellent 
levels established last year. In a few instances it is 
quite possible that further earnings gains will be 
recorded. The outlook for producers of ethical drugs 
is particularly encouraging, and while that for 
manufacturers of proprietaries is slightly less as- 
sured, the current year should prove satisfactory to 
most units in this division. 

Generally speaking, war-stimulated research has 
enabled the drug industry to progress faster in the 
last five years than ever before in history. A multi- 
tude of valuable new aids to medical science has 
appeared in a period when emphasis upon health 
has won worldwide recognition. As most of our 
domestic drug manufacturers are well entrenched 
in many foreign markets, and demand in the home 
field is so stable as to be relatively depression- 
resistant, market prospects are indeed encouraging. 
On the other hand, growth potentials of this indus- 
try hinge more upon the expansion of population 
than upon broad economic factors, although ample 
consumer incomes of course encourage larger out- 
- lays for medical care and hygiene. But even in lean 
times, first place in family budgets is accorded to 
essential health requirements. 

Thus despite all the uncertainties now clouding 
the economy, leading suppliers of prescribed or 
popular remedies enjoy valid hopes of high level 
sales, with reputation in the medical profession a 
strong supporting factor. Confidence of the doctors 
in the purity of ethical drugs produced by certain 
long-established concerns has given them a com- 
petitive advantage from which they cannot be easily 
dislodged. About half the over-all volume of the 
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industry consists of items recommended by physi- 
cians and surgeons. Makers of proprietaries, that is 
to say of packaged drugs and remedies sold by pro- 
motional activities, are far more vulnerable to 
competition, although name popularity markedly 
strengthens trade positions. 

The start of 1949 found most drug manufacturers 
with their postwar readjustment problems pretty 
well solved. In the last two years when pipelines 
became amply filled and distributors were worried 
over somewhat burdensome inventories, sales of 
more than one producer, especially in the proprie- 
tary group, developed a decline. By the fall of 1948, 
however, demand picked up incisively and whole- 
sale orders for drugs generally reached record pro- 
portions towards the end of the year. To some 
degree this trend was normal because of seasonal 
influences characteristic in the industry. Until first 
quarter reports come to hand, further progress can- 
not be properly determined, but it is believed that 
they will show no undue inventory accumulation at 
the retail level at a time of year when demand sea- 
sonally reaches a peak. Mid-summer demand _ nor- 
mally lags, but by early fall purchase of drugs is 
rapidly stepped up and there is little to indicate any 
deviation from the customary pattern in the current 
year. 

Sound Product Price Structure 


Another constructive factor that deserves con- 
sideration is the current sound status of drug prices. 
Despite a rise of over 70% in wages and materials 
costs in recent years, wholesale prices for ethical 
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drugs have displayed extraordinary stability, in fact 
holding close to the 1939 level. Rising costs led 
manufacturers of some proprietaries to lift prices 
moderately last year, but for almost ten years the 
average price for all drugs has advanced only about 
3°. Prices for certain specialties like penicillin and 
streptomycin have declined as production expanded 
but the drop was from a very high level. 

The current wave of consumer resistance to high 
prices for most kinds of merchandise, accordingly, 
shoud not extend to medicinals. Hence to well situ- 
ated manufacturers who for several years past have 
experienced varying success in relying on volume 
gains to offset rising operating expenses, the threat 
of pressure for price concessions should be rela- 
tively negligible. 


Benefits From Lower Materials Prices— 
Low Wage Ratio 


What adds strength to this advantage is the 
downtrend in materials prices since last fall and 
the increasing availablity of supplies. Ethyl alcohol 
prices, for example, have tumbled drastically, and 
large quantities of it are used by drug manufac- 
turers. In like manner, sugar prices have long 
passed their postwar peak and those of glass and 
fiber containers have weakened. Many imported in- 
gredients have reached a status of much improved 
supply, while under the stress of wartime condi- 
tions many new sources for these foreign materials 
were established not only in the United States but 
in Latin-America and South Africa as well. Addi- 
tionally, it has been found possible to synthesize 
the manufacture of numerous basic drugs, lessen- 
ing the expense and delay of bringing them from 
overseas. In short, widening margins should result 
from this downtrend in materials costs, especially 
as they are the predominant item in over-all ex- 
penses, normally absorbing almost 70% of the sales 
dollar. Wages, on the other hand, account for only 
about 10%, ranking among the lowest of all indus- 
tries percentagewise. 

The encouraging score would be far from com- 
plete if proper weight were not accorded to expan- 
sion and modernization programs now virtually 
completed by many of the leading units in this 
industry. Considering that a total annual business 
volume of not much more than $1.3 billion may look 
rather modest compared with other industrial 
groups, aggregate outlays in postwar of around 
$135 million for improved facilities gain signifi- 
cance. Outmoded plants and equipment have been 
replaced on a large scale, with ultramodern ma- 
chinery stepping up production of everything from 
pills to penicillin and streptomycin. Up to date new 
laboratories are constantly developing a_ steady 
stream of valuable discoveries to enhance the indus- 
try’s growth potentials in world markets. Between 
science and improved operating techniques, it looks 
as though many of the leading concerns in the field 
should comfortably sustain their traditional record 
for stable earnings and slow but steady growth. 

A seemingly endless horizon for the development 
of new drugs, despite amazing progress since the 
beginning of World War II, lends confidence to cur- 
rent optimistic appraisals of the industry. Further- 
more, many of the new discoveries have broadened 
market potentials by application to foods as well 
as medicines, and to animals and poultry as well as 
humans. Nearly 50 million pounds of chemicals 
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annually are now needed to produce vitamins, items 
unheard of some years ago. Where only 2100 pounds 
of penicillin were manufactured as recently as 1944, 
130,000 pounds were produced last year. Production 
of 80,000 pounds of streptomycin last year com- 
pares with virtually nothing four years ago. Vastly 
increased output of these items has lowered their 
price, a factor offset by widened markets. Chloro- 
mycetin, a newcomer, is proving its value in curing 
typhus and spotted fever; new sulfa drugs promise 
headway against cholera and poliomytis, while new 
anti-malarials are accomplishing significant results. 
The list could be greatly lengthened and is con- 
stantly receiving additions. 

Aside from constantly expanding home markets, 
those of virtually every country in the world are 
being exploited by the leading drug manufacturers. 
The elimination of Germany as a main foreign 
supplier opened the door wide to American firms 
and they have been alert to take advantage of the 
opportunity. Dollar shortages last year curtailed ex- 
ports to some extent, but allowance must be made 
for numerous manufacturing plants established 
abroad by domestic producers. Everywhere from 
England to India, Australia to Brazil, France to 
South Africa, American subsidiary plants are turn- 
ing out drug products based on home research, and 
with the most modern equipment. Exchange prob- 
lems often hamper transfer of earnings to parent 
treasuries, but the essential nature of the business 
frequently eases the exchange restrictions. How 
worldwise the activities of individual concerns have 
become will be clarified as we proceed to discuss the 
status and prospects of some of them. 


Abbott Laboratories 


Probably no better example of drug company 
progress, policies and potentials can be found than 
by examining the status of Abbott Laboratories. 
Since 1888 this concern has manufactured pharma- 
ceutical, biological and chemical products for the 
medical profession. Operations are now conducted 
in every country in the world except Soviet Russia. 
Due to intensive research and expanding markets, 
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Comprehensive Statistics Analyzing 








Figures are in million dollars, except where otherwise stated. Abbott Merck Parke, Sharpe & Squibb & 
CAPITALIZATION: Laboratories & Co. Davis Dohme Sons 
Long Term Bebt, Stated Value... cece cccceccscceecectecceeeecenees 0 ta eeeees $5.0 $4.5 $4.1 $3.2 
Preferred Stecks, Stated Value.................. 0... ceccccccccceeecccccecceseeeeeeses 0 tebeneee eh n.s. $23.6 
Cemmon Stecks (@00 omitted) ......0....0..... cece cee ceeeecseeeeeaeeeene 1,870 1,100 4,897 791 1,514 
ee NI osc oncc tik csisws'sesscatos access soseoedecsnguasseceasoravetwsees $25.4 $18.1 $18.6 $13.1 $30.3 
INCOME ACCOUNT: For Fiscal Year Ended.............................0.::00000 es 12/31/48 12/31/48 12/31/48 12/31/48 6/30/48 
PE NID oc cccoreenstsiccshusccasessssaybesseuns snotbacenescénesnnssessadcdaaneveuens oobeieecephees $66.9 $72.9 $74.5 $35.2 $74.4 
Depreciation; Deertigntion, Otc. ................:0005.s00cssesenccneesssessccearee eee $.8 $2.2 $.7 $.4 $.9 
Se eee ee Pn SCE een On Por na ee Tne en ee $6.2 $5.3 $5.3 $2.4 $2.4 
nee NII IN INI oc issn ssncysndscccacaniansceastcbosbubencebeoeccsibess  @cceses, 4} ~eapawees S140 ll siassvs $6.8 
Interest (Bends and Long Term Debt) .....0....0.0.. cece ceceecceeesneeeeeee ewan - *) ene $.3 
Preferred Dividend Requirements... cececcecceeeeeeseeeeeneee 0 taaan aes er ee $.8 $.2 
I TM occa c x snscoosincinisulbnucvadeesouaiwcsaieanacsucdecedcesvouss $11.1 $8.0 $9.7 $3.3 $3.6 
INI 652555 5.55 6a pu ssnnschnpbkessosessesp opnseancnsissecisoecoMeeebes ct ecco reness 27.5% 21.5% 21.0% 17.0% 9.9% 
IND Fs cons y ones sich puns es cabsacascionsscououuabesulenouabreuesiuceessemepits 16.8% 11.6% 13.0% 11.6% 5.1% 
Percent Eermed on Invested Capital... cccccceccecseeceeseecseseseees 23.9% 17.0% 17.8% 16.6% 7.2% 
Number ef Times Interest Charges Earned... ccc neces weet BEGG === iiseveses 24.65 
Earned Per Common Share... oo. cccccc ee eseeeeececceceuaeaeee $5.95 $7.36 $1.98 $4.16 $2.02 
Gervnt PEsd OF GORD. ................00.0550.00ss0ssessseceeensesnsonseccavosnobseanseees $78 $58 $28 $28 $27 
ME sh osG 65bs2 ccriie subies¥n0 cots ua dekstesncibaanses hus pies koeanneaee ai ea peste buss $3.40 $2.90 $1.40 $1.00 $1.00 
RII vescssisesnicnosnascesasvasseiunsoensoperdaeusesensabuwossoc ea eesen sesccbeetes 4.4% 5.0% 5.0% 3.6% 3.7% 
NI oo no5 nesses syu cassis aseuebhcosasvnesouvanences tebe tcree noe eas 13.0 7.9 14.2 6.7 13.4 
BALANCE SHEET: Flecal Year Ended...................... cece ccccceecceeeccseeceueeees 12/31/48 12/31/48 12/31/48 12/31/48 6/30/48 
EEE PASDOED WE NUTIBBIN,. .. 0 55 ...5..000 0050 .0c0coscccccsccecsscesscccecceccessuconcesooses $20.2 $8.2 $7.1 $6.8 $7.6 
NINN IO 55555 005 ccs nadcennbueves i sncbehanonepbbesascscebasnsouscecossyerscasveaseres et $18.0 $19.0 $29.5 $9.9 $23.2 
NTE oS. 5, see cosets cssw eee Wakes dou sinesouetaasonteoeteta keer ooeee eats $11.4 $4.8 $9.9 $4.2 $12.9 
SON NIN i coon 0s ccaruwanuca cor iets cuductigatas seceues Seweee ee eae $49.7 $32.9 $47.1 $22.7 $43.7 
eM NNIID 550 55.2555 oy Su vec ocu tecea ta sean ac eonieasheouan seen eee ee $16.3 $10.7 $13.7 $5.1 $12.1 
De mE IN os 5p oes chic vnc'cs su'sgdes ue sob oe cenussessauseeckooee cee pave bette ones $33.4 $22.2 $33.4 $17.6 $35.6 
Dire ITI 5 ssc coe isac oct ecccabskaetoccccaay weccesaasnocensseceusewmeeoeeerteres $12.9 $27.0 $17.5 $6.6 $18.1 
TANGER Utara tel cE POM tp Peedi li) CPE ROR AOU en EE i SRE ONE OPS $66.1 $60.7 $68.2 $29.8 $64.7 
Sema NINN PIE IID 55-5 oodinss spans ae onckes's coonnnvcessavecesssdueaccles souanseecuceceseees $26.60 $30.06 $10.22 = caseanes $15.61 
Net Current Asset Value Per Share (b)........................000.cccecccceeseeeeees $17.80 $4.90 -* i: coe ree 
RN PUEGOT WD POE BIO: «5a... cu sesesscseccsesiedsssscevssscescaccnecesescesssvoees $10.40 $7.40 $1.45 $8.60 $5.00 
SUID REN EMOD sce nchnneactosscsbssess<ecve css bios uensussebaackvevecalesavonsutanesscceueoteecs 3.1 3.1 3.5 4.5 3.3 
NON MI RIMS ooo 555. sk cas cenessonckevaebhscceossoeesosbuc ssnsceSccosbeceaces 27.0% 26.0% 39.6% 28.0% 31.0% 
STORE; Dp We ITNT PAGBOID oo iseiciccccicsassessensssesessesccceccsnovscessceesss 36.3% 57.7% 63.0% 43.5% 53.0% 
Depreciation, % of Gross Fixed Assets ...................c0ccccccsscececeeeceeeeee 5.0% 6.1% 4.0% 3.8% 3.3% 





*—Figures adjusted for stock-splits; in these computetions minor sums have been disregarded. 


(a) —Including subsidiaries. 








annual sales reached an all-time peak of $66.9 mil- 
lion in 1949 as compared with $12.9 million in 1940, 
although during this period the average price of the 
company’s numerous products was reduced about 
22%. How importantly new products were respon- 
sible for volume growth is shown by the fact that 
new items developed since 1940 accounted for about 
two-thirds of total sales. Last year alone, 53 new 
products were introduced. Among these were the 
first commercially produced radio-active isotopes, 
and these compounds are being supplied at less than 
cost to certified hospitals and research organi- 
zations in cooperation with the Atomic Energy 
Commission. 

At the beginning of 1949, Abbott Laboratories 
had almost tripled its facilities in the course of a 
decade, but mainly in postwar. Its expansion pro- 
gram has now been largely completed. Working 
capital of $33.4 million is of record proportions and 
neither funded debt nor preferred stock precedes 
the one class common, consisting of about 1.8 mil- 
lion shares outstanding. Dividends have been paid 
without a break since 1926, at least, payments of 
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$3.40 per share last year representing a peak and 
comparing with net earnings of $5.95 per share. 
The quarterly dividend rate was raised to 65 cents 
per share last August, followed by a year-end extra 
of 35 cents paid in January and another extra of 
15 cents paid April 1, in both cases supplementing 
the regular distribution. At recent price of 78, 
Abbott shares yield about 4.40%, rather low under 
today’s market conditions, hence attesting to their 
above-average investment quality. 


American Home Products 


Worldwide sale of American Home Products rose 
by $13.1 million last year to a record peak of $140.7 
million. About 39% of this volume represented 
pharmaceutical, biological and nutritional products, 
20% packaged drugs and cosmetics, 27% food prod- 
ucts and 14% household products, colors and dyes. 
This broad diversification stems from acquisition 
of numerous well established concerns since 1926. 
About 20% of overall sales consist of exports or 
sales of subsidiaries in foreign countries. During 
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Position of Individual Drug Companies* 








* American McKesson 
Bristol Lembert Sterling Vick Home Lehn & Norwich Rexall Zonite 
Myers Cempany Drug Chemical Products Rebbins Fink Pharmacal Drug Products 
$10.0 $1.6 Ce errr SISMH —vccesee $2.3 $1.0 yt ( ) rots 
Mee = aust OE Cs keaeeags- = Ss «Scene SUG kent: «= (il cums CC<“‘“‘é‘ nm 
1,381 746 3,793 1419 3,858 1,682 396 796 3,467 825 
$20.5 $2.2 $45.8 $3.6 $17.2 $45.2 $4.2 $3.0 $39.4 (a) $.8 
12/31/48 12/31/48 12/31/48 6/30/48 12/31/48 6/30/48 6/30/48 12/31/48 2/31/48 12/31/48 
$45.3 $22.7 $134.3 $41.7 $140.7 $352.7 $14.9 $11.4 $173.9 $4.8 
$1.0 $.5 $1.5 n.s. $1.7 $.6 $.1 $.1 $2.1 $.04 
$2.5 $.9 $8.2 $2.4 $6.0 $6.9 $.1 $.8 $.3 $.1 
SAO 8 hase Terr SUSD —vacesnee a S25 808 eee 
| en ee ef ett er — .. ésien 
i errr ee Se eksheyes, = tatauzans GO is dkccuteg (Cage (| ecerme ti«=Cs 
$4.0 $1.4 $12.3 $3.8 $9.1 $8.2 $.1 $1.3 $1.4 $.3 
15.0% 10.8% 17.2% 14.6% 12.2% 4.3% 3.2% 21.0% 9.8% 10.6% 
9.5% 6.2% 9.5% 9.1% 6.5% 2.5% 8% 11.0% 8% 5.4% 
14.2% 9.0% 14.4% 17.0% 13.0% 11.2% 1.5% 19.9% 2.3% 8.5% 
<p eres B7.4O naseeees 30.00) ds... sae | errs WM”; :aasencee 
$2.94 $1.90 $3.25 $2.66 $2.36 $4.89 $.30 $1.59 $.41 $.32 
$32 $19 $40 $22 $26 $32 $9 $12 $5 $4 
$1.60 $1.50 $2.25 $1.20 $1.45 $2.40 $.12 $.85 Nil $.20 
5.0% 7.9% 5.6% 5.5% » 5.6% 7.5% 1.4% Babee | . “ese 5.0% 
10.8 10.0 12.3 8.4 11.0 6.5 30.0 7.8 12.2 12.5 
12/31/48 12/31/48 12/31/48 6/30/48 12/31/48 6/30/48 6/30/48 12/31/48 12/31/48 12/31/48 
$11.9 $5.5 $14.1 $2.9 $19.0 $13.2 $2.0 $.5 $16.0 $.7 
$8.9 $3.0 $35.7 $12.7 $26.7 $59.4 $3.0 $2.2 $39.0 $.9 
$3.2 $1.5 $13.5 $3.5 $12.3 $24.0 $1.1 $1.9 $8.4 $.6 
$23.9 $10.0 $63.3 $19.7 $58.6 $96.7 $6.2 $4.7 $63.4 $2.2 
$2.1 $2.8 $18.6 $4.7 $13.5 $29.0 $1.2 $1.6 $16.8 $.4 
$21.8 $7.2 $44.7 $15.0 $45.1 $67.7 $5.0 $3.1 $46.6 $1.8 
$12.1 $3.4 $27.1 $5.9 $23.0 $7.4 $1.8 $2.9 $19.9 $.9 
$40.8 $14.7 $107.6 $26.9 $58.6 $107.5 $9.1 $8.0 $86.1 $3.4 
$14.42 $13.01 $12.84 $14.71 $14.48 $37.86 $14.01 $6.70 $11.03 $3.63 
$3.45 $7.50 $4.80 $10.60 $10.40 $31.00 $6.80 $2.50 $4.70 $2.20 
$8.60 $7.40 $3.70 $2.05 $4.90 $7.80 SR viinecine 7 re 
12.0 3.5 3.4 4.2 4.3 3.3 5.0 2.8 3.8 5.6 
19.6% 13.2% 26.6% 30.5% 19.1% 17.0% 20.0% 18.8% 22.5% 18.0% 
37.0% 30.0% 56.5% 64.2% 45.6% 62.0% 48.0% 46.0% 61.3% 40.0% 
5.9% 7.7% BOG nasties 5.2% 5.2% 3.7% 3.1% 5.2% 2.7% 





(b) —After deducting senior obligations. 
n.s.—Not stated. 








the last ten years, total sales have expanded by 
about 400%, with net earnings climbing to $9.1 
million in 1949 for a more moderate percentage 
gain of about 115%. For the last 24 years, opera- 
tions have been consistently: profitable and dividends 
have been paid without interruption. 

As one of the leading manufacturers of ethical 
drugs, American Home Products has_ become 
strongly established with the medical profession, 
and its ample laboratories have been the source of 
many important discoveries and improvements, 
especially in the field of hormones and antibiotic 
therapy. Research activities are also responsible for 
the introduction of numerous new proprietaries and 
packaged foods. Operations in the food division, 
though, make the company somewhat vulnerable to 
occasional inventory losses, as shown by charge-offs 
of $2.6 million in this division last year, largely 
induced by the substitution of glass packed baby 
foods for tin ones. Additionally, the management 
faced a period when store buyers are cautious as to 
inventory accumulations, a factor that may affect 
food sales. On the other hand, over-all volume in the 
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first two months of 1949 rose about 6% over the 
same period in 1948, evidencing strong demand for 
drugs. As to prospective dividends in the current 
year, the conservative 10 cents monthly dividend is 
well assured and a liberal year-end extra should be 
expected, at least equal to the 25 cents per share 
extra paid in December, 1948. An exteptionally 
sound financial position strengthens this surmise. 


Lambert Fights Competition 


A manufacturer of proprietaries such as Lambert 
Company has a current problem of intensified com- 
petition on its hands. For many years this concern 
leaned heavily on production of Listerine Anti- 
septic, toothpaste and powder, shaving cream and 
cough drops, supplemented by Jewelite toilet 
brushes, combs and various plastic items. Sales 
reached a peak of $30.9 million in 1945 but since 
have declined consistently to $22.7 million in 1948, 
$4 million lower than the previous year. Despite 
the volume dip last year, net earnings advanced to 
$1.90 per share form a_ (Please turn to page 92) 
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By J. C. CLIFFORD 


Y n attempting to appraise operating poten- 
tials of an enterprise under the manifold uncer- 
tainties characteristic of 1949, so many “ifs” color 
the picture that it is often difficult to reach clear- 
cut conclusions. In some respects, however, reported 
order backlogs at the end of 1948 furnish worth- 
while clues in appraising corporate progress in the 
current year. 

Not a great number of concerns reveal the 
amount of unfilled orders on their books, either for 
competitive reasons or because, where turnover is 
relatively rapid, the figures carry little significance. 
Main interest in the subject rests with important 
producers of durables, and some managements in 
this field commendably enlighten their shareholders 
as to backlogs; with proper qualifications, these 
often provide indications as to sales expectancies 
for a good many months ahead. But even here the 
relation of backlogs to annual volume counts more 
than their aggregate amount, while of still greater 
significance is the element of dependability. Utiliza- 
tion of expanded facilities at a time when incom- 
ing new orders are slowing up could rapidly di- 
minish the store of unfilled orders on the books. Be- 
sides this, the character of unfilled orders, that is 
to say whether they are really firm orders or sub- 
ject to cancellation, becomes a transcendent factor. 

While the most desirable kind of heavy backlogs 
does not necessarily assure stable earnings for a 
given industry or its components, it does provide a 
substantial cushion against the impact of lower 
overall sales. Since prices of most manufacturers 
seem certain to decline somewhat in 1949 and unit 
output of many will also contract, those with sizable 
unfilled orders on hand stand a better chance of 
coping with breakeven point problems. This is espe- 
cially true because of heightened competition that 
promises to expand selling costs fast in the current 
year. In other words business booked but not com- 
pleted last year or early in 1949 should establish 
wider margins than thereafter, since business has 
now entered a period when expensive sales forces 
must cover the country in an effort to sign up in- 
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creasing price-con- 
scious customers. 

Under conditions prevailing in 1948, when 
numerous producers of durables had piled up back- 
logs almost without solicitation and incoming new 
orders were also flowing in at a record rate, those 
concerns with gradually completed expansion pro- 
grams managed to achieve all-time peak shipments. 
In this process, though, unfilled orders of many 
tended to evaporate or at least to shrink consid- 
erably. On balance it looks as if backlogs in the 
durables division ‘may have shrunken about 20° 
in the course of the year, but many of them at the 
beginning of 1949 were still so substantial as to 
brighten decidedly the outlook for the current year. 


Recent Trends 


The trend was variously marked by declining 
orders for lighter kinds of machinery and tools, 
fairly steady backlogs. for heavy industrial and 
electrical machinery, and a sharp advance in accumu- 
lated orders for aircraft and related parts, as well 
as for shipbuilding. Manufacturers of popular auto- 
mobiles claim still heavy backlogs but refrain from 
citing definite figures, and their orders generally are 
so independable that they carry little weight. 

In order to make our discussion more pertinent, 
we present figures revealing the latest reported 
backlogs of a number of well-known manufacturers 
of durable goods. By matching unfilled orders 
against annual sales, it is possible to establish at 
least an approximate idea of how long they are apt 
to sustain volume. Conclusions reached in this re- 
spect will naturally have a bearing on earnings and 
dividend potentials, as well as on current share 
valuations. We accordingly have included in our 
tables data which should make these comparisons 
more readily understood. 
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Order backlogs of machinery manufacturers have 
become quite spotty, but those involving large elec- 
trical equipment, boilers, pumps and heavy ma- 
chines generally remain substantial enough to 
furnish an encouraging prop to operations in 1949. 
Many of these items, if not most, are made to strict 
specifications, require many months to manufacture, 
and once started are not exposed to the threat of 
cancellation. Their basic high cost tends to concen- 
trate the origin of orders largely on giant utilities 
and industrial concerns not likely to vary their 
expansion policies because of recessionary influ- 
ences. Indications are strong that the utilities still 
plan outlays of more than $6 billion for additional 
facilities in the next few years, and the leading oil 
and natural gas concerns have far from completed 
their multi-billion postwar programs. 


Farm Equipment — Electrical Industry 


For these reasons backlogs of certain manufac- 
turers that specialize in heavy equipment assume 
significance. Take Allis Chalmers, for example, 
about half of whose activities are in this field, 
although a buyers’ market has appeared for agri- 
cultural equipment, its other important division. 
teported backlog orders of $148.3 million on De- 
cember 31 were the equivalent of about 43% of last 
year’s sales. While it is impossible to break down 
the figure, the management reports that at the year- 
end unfilled orders for machinery were only slightly 
below a year earlier. Westinghouse Electric Corpo- 
ration at the beginning of 1949 had an order back- 
log of $648.8 million, some $26 million less than at 
the start of 1948 but still equal to about eight 
months’ shipments at last year’s rate. Such a show- 
ing lends confidence to the outlook for well sus- 
tained sales in the current year, though reduced 
prices for some appliances and diminishing demand 
for others may be an adverse factor. So many of 
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Westinghouse products are of the heavy type or still 
in relatively short supply that a very satisfactory 
year on the whole can be anticipated. 
Worthington Pump & Machinery Corporation 
achieved record sales of $92 million last year, due 
to heavy demand from both domestic and foreign 
sources. Despite this large output, an estimated 
order backlog of around $60 million at the year-end 
indicates that operations in 1949 are likely to con- 
tinue at a high level. Demand stemming from the 
oil, chemical, food processing and utilities industries 
has apparently been far from satisfied. While the 
management now has somewhat fewer unfilled 
orders than a year earlier, it sees an advantage in 
being able to step up deliveries. This in turn should 
tend to stabilize margins as well as net earnings, 
and enhances prospects (Please turn to page 100) 














































































































Pertinent Financial Statistics 
Order Net Sales Ce ee 
Backlog* ($ mil.) Net Per Share Div. Div. Earnings Recent Price Range 
(S$ mill.) 1948 1947 1948 1947 1948 Yield Ratio Price 1949 
Allis-Chalmers a $148.3 $328.1 $211.9 $5.67 $1.69 $1.60 5.7% 5.0 «$28 2834-251, 
| American Car & Foundry 2150 151.6g = 91g 3.47 5.26 = 3.00 10.7—i—iéC t:t«i 33!/p-27 
American Locomotive . a 105.0 148.910.5230 L70—i40CiBTC7OtC«dLCGSC*«BY = Sg 
| Babcock & Wilcox 158.8 149.5 105.8 = 15.63 (10.06 = 5.00k 94 3.4 53  553%4-471/,_ 
| Baldwin Locomotive 109.3 126.4 94.9 1.26 1.33 1.00 83 95 12 1254-10, 
| Bethlehem Stee! 671.0 1,312.6 11,0323 936 498 240 7.5 3.4 32  33%-30% 
Bendix Aviation an ; 157.0 162.5 1416 533 248b 3.00 88 63 34 3454.3 ae 
Blaw-Knox a as 39.0 68.7 55.6 287 2.19 1.25 89 = 4.9 14 14%-12/4 
| Boeing Airplane 445.7 127.3 22.6 159 def.41 1.00 4.005.725 247-20 
| Douglas Aircraft . nen 233.0 118.6 128.4 9.72 def3.57 5.00 8.1 6.4 62 g-4 Bq 
| Emerson Electric Mfg. . eran eens 45.0 28. 4 a 3.02 2. 89 1.00 8.3 “4.0 12 1354- 10, 
| Foster Wheeler 0. 93.4 764 35.6 1.95 3.30S—s100st—‘i SC 25 26%4-19"/4_ 
Link Belt ee i 49.7 106.0 87.3 1437 8.68 550 86 4.5 64 6614.58 — 
| Newport News Shipbuilding 212.7 81.7 61.2  60le 444e 4.00 125 5.3 32  32%4-28% 
| Otis Elevator ste 98.6 33.6 25.7 5.85 3.76 2.005 SSS 315-29 
| Sperry Corporation... 162.0 120.8 75.0 4.32 2.79 2.00 7A 6.5 28 =: 28 %4-2454 
| United Aircraft . RCRA 335.0 207.9 208.3 3.06 3.21 2.00 7.7 8.7 26-26 %e-2554 
Cite a... (a) 45.5 32.8 8.14 6.02 2.80 6.1 5.6 46 492-43 
Westinghouse Electric wenn 648.8 970.7 821.3 3.88 3.59 1.25 5.4 5.9 23-27-22, 
Worthington Pump .............. 60.0E 92.0 84.9 5.17 5.86 1.25 8.3 2.9 15 15%-12'/2 
E—Estimated. b—Before extraordinary reserve adjustments; after, earnings were $7.58. 
*—Latest available. e—Before special charges; after, earnings were $9.76 and $6.45 respectively. 
| a—Equal to 10 months’ production. g—Nine fiscal months ending January 1949 and 1948 respectively. 
| k—Plus stock. 
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By PHILLIP DOBBS 


i relation of share price to asset values 
far too often is viewed by inexperienced investors 
as of real significance from the standpoint of market 
potentials of a stock. Narrowing the yardstick to 
measure quotations in comparison with net quick 
assets per share merely compounds a fallacy as a 
rule. Yet time and again, lists of stocks are pre- 
sented to the public as “bargains,” merely because 
they happen to be selling below apparent liquidating 
values even if plants and equipment were given 
away. At intervals in the past we have discussed 
the pros and cons of this subject, and because of its 
recent resurgence it seems timely to review it. 

Popular thinking has been so thoroughly trained 
in the art of appraising merchandise values that it 
easily falls into the error of applying the same cut 
and dried rules in acquiring equities. But basement 
bargain formulae, logical as they may appear to 
the unsophisticated, are unwise to lean upon in ap- 
praising investments, either for speculative pur- 
poses or for steady income. It is one thing to buy a 
necktie because you like blue and the price tag seems 
to suggest a loss to the seller. But in purchasing a 
stock investment, the actual cash originally sub- 
scribed by, or accrued to predecessor holders may 
deserve hardly more significance than the color of 
the certificate. Rather it is the current quotation 
that must be weighed in relation to certain more 
appropriate fundamentals, including management, 
record, yield, growth potentials, cyclical influences, 
working capital, earnings and overall outlook. Any 
one of these elements should influence investment 
decisions more than asset values do. In combination 
they constitute a transcendent factor, one that no 
mere formula can possibly express. 


holder actually owns a_ proportionate 
share in a corporation has no legal foun- 
dation, except indirectly. Title to assets 
of every description is vested in the cor- 
porate enterprise only. The shareholder 
has a voice in electing the directorate, to 
be sure, and they in turn appoint the 
officers, but the only distributions of cash 
from earnings or in the event of liquida- 
tion he can ever hope for or claim, will 
depend upon their decisions or that of a 
receiver, within legal boundaries. Hence 
to assume that in purchasing stock, an 
actual share of any assets is acquired is 
an illusion. The relation of price to net 
quick asset values (after deducting all 
debts and preferred stock) accordingly 
loses much of its significance. 

Granting the truth of our assertions, it 
is obvious that the sole value of net 
liquid assets rests in their potential bene- 
fit to the future progress of the corpo- 
ration rather than to the individual 
stockholder in any direct manner. The 
main thing to consider is the relation of 
current assets to current liabilities, po- 
tentials for their shrinkage by transfor- 
mation into new plants and equipment, 
and above all, the ability of any given 
management to keep operations on a 
consistently profitable basis. By and 
large, share values inevitably are deter- 
mined by earnings and dividends over 
the long term, factors which in turn gen- 
erally hinge on how assets are utilized 
rather than how big they are. It is worthy of 
thought that while leading accountants carefully 
estimate the percentage of earnings on net worth, 
similar treatment is never accorded to the relation 
of dividends to net assets. Apparently this is con- 
sidered beyond the pale, and quite properly so. This 
points to lack of logic in attempting to wed share 
prices and book values. 


Looking at Both Sides 


What a slim foundation book values have in ap- 
praising stock values—and this holds true in con- 
sidering net quick assets as well, is clearly shown 
by looking at both sides of the picture. Millions of 
adroit investment students are continuously weigh- 
ing the intrinsic merits of outstanding equities, and 
it is their composite opinion that largely determines 
prices. In the appended table we list 20 well-known 
concerns whose equities are quoted below their net 
quick assets values, in most cases for reasons not 
readily clarified. On the other hand, it would be 
much easier to select a list of other stocks selling 
far above their total book values. To hold that any 
of these latter equities are overpriced under current 
conditions would arouse loud disclaimers, as in the 
case of Eastman Kodak for example, selling at 
around 46 or double its book value. In contrast, we 
find a sound stock like United States Steel quoted 
at about 72 although its book value is over 150. If 
this well-known factor influenced share appraisals 
oe Big Steel would soar but it does not 

0 so. 

It is well to weigh these considerations before 

yielding to the lure of apparent bargains offered by 
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quoted below net quick assets. It is, however, inter- total book value of $66.77 per share. The answer to 
- esting to study some of these situations in an effort this discrepancy undoubtedly lies in the rather 
ts to uncover theoretical reasons for their current spotty earnings in prewar, and either operating de- 
oil price status. To attribute definite explanations for ficits or negligible profits in more recent years. As 
rea price behavior on this basis would be a difficult it is, current ample cash resources are chiefly the 
task in many instances. result of substantial tax refunds in recent years. 
h Although stockholders’ equity in the business at the 
. A Word of Caution end of 1948 was slightly more than $13 million, net 
a operating income amounted to only $6,117 for the 
il At the outset we again caution our readers year, though income from investments swelled total 
. against the belief that ample liquid assets must net to $110,508, exclusive of extraordinary losses 
we necessarily imply forthcoming.generous returns toa and expenses. Sizable carryover tax credits from 
a shareholder who figures he has purchased them ata 1946 and 1947 may keep 1949 results in the black 
or discount. His chances of exceptionally favorable but no dividends are being paid. Until the company 
“7 treatment from this seeming advantage are remote. can earn an adequate return on its capital, investors 
ly Much has also been heard of late that “based on cur- naturally are prone to disregard the amount of 
a rent depressed prices for common stocks, American assets at its disposal. 
it Industry is worth more dead than alive.” While this 
assertion has deservedly awakened serious concern Another Example: Bigelow-Sanford 
et over an increasing scarcity of risk capital, it is 
- obvious that there would be no takers for the Shareholders in Bigelow-Sanford Carpet Com- 
al “corpse’”’ except the Federal Government, and on its pany probably wonder why their stock is quoted 
“a own terms at that. Should an isolated business be around 29, $2.69 below its net quick asset value and 
¥ liquidated, a very infrequent occurrence among some $19 below its full book value. This leading 
of large concerns, history proves that creditors and manufacturer in its field has enjoyed record pros- 
ul lawyers between them get practically all of the pie perity in the last two years, earning $8.11 per 
= or a reorganization squeezes out most of the juice. share in 1948, and advanced its dividend rate and 
at, Hope of recapturing a stock investment by the declared a year-end extra. Had not inventories at 
= liquidation route is merely star gazing; moreover, the end of last year been carried on the books at 
j all our large concerns are in business to stay. $10 million below their replacement cost, net quick 
Turning to our table, suppose we discuss the assets per share would have been about $16 more 
oil shares of Colt’s Manufacturing Company from the than shown. Considering everything, these shares 
er angle of their net quick asset values. This century- appear reasonably priced, for last year’s dividends 
A old producer of firearms, and latterly dishwashing could be cut in half and yet provide a yield of 4.6% 
of machines, molded plastics, etc., is in 4n eminently at the present price level of the shares. But analysts 
ly liquid financial position, with current assets ex- are aware that a return to real competitive condi- 
4 ceeding current liabilities by a margin of about 20 tions is apt to reduce earnings somewhat, for last year 
th, to 1, and with no funded debt or preferred stock. they were running about double or triple their longer 
a Yet the recent price of 38 for its common shares term average. This surmise (Please turn to page 92) 
11S — —_ — speeeneimiannmenenes _ 
ire 
. Selected Shares Selling Near or Below Net Quick Asset Values* 
——— Per Share — — Price- 
Recent Net Quick Book Average Earnings Net Per Share Div. Div. Earnings Range 
Lp | Price Assets Value 1938-41 1942-45 1947 1948 1948 Yield Ratio 1948-49 
yn- | Bigelow-Sanford ....... rae $29 $31.69 $48.37 $1.67 $1.38 $5.32 $8.11 $2.70 9.3% 3.6 371/4-26% 
wn | Brunswick-Balke-Collender ........... 20 21.48 40.42 3.87 2.67 3.21 5.04 2.50 12.5 4.0 23'/n-17%, 
of 2a 17.96 29.03 3.57 3.41 def.3! 1.58 50 3.6 8.8 21%-12 
rh- | Cincinnati Milling Machine... 24 30.38 43.28 4.84 4.43 1.63 2.70 1.40 5.8 8.9 27-191, 
nd | Colt's Mfg. : 38 51.03 66.77 10.40 def.26 76 56 [ — 68.0 4074-29'/2 
1eS Distillers Corp.-Seagrams ........ «14 15.84 20.93 BI 1.24 4.88 6.24 70 5.0 2.2 1934-13 
wn | Endicott-JORNSON oo. 33 43.92 65.00 78 1.15 3.27 4.11 2.10 6.4 8.0 34-29 
net General Cigar . RS tal \ 36.87 45.28 1.97 1.75 2.64 2.44 1.50 7.9 7.8 24 -17', 
not Goodall-Sanford oo enn (16 20.40 36.15 a a 4.61 3.52 1.50 9.4 4.5 2434-1434 
be Grumman Aircraft ooccccccccccesscessnseeneeee 19 20.83 25.87 1.00 3.77 2.29 2.39 2.00 10.5 7.9 2534-151/, 
ng Lee Rubber & Tire. wenn 4 53.95 72.42 451 5.06 9.47 7.87 3.50 8.5 5.2 47-35 
ny Montgomery Ward oo. 55 60.41 69.50 3.99 3.79 8.86 10.28 3.00 5.4 5.4 65 -47\/, 
ont National Acme cence 23 29.79 34.53 3.05 3.97 4.41 3.01 2.00 8.7 7.6 29-18 
the Pacific Mills ..... 30 38.17 67.21 38 2.65 959 11.39 3.50k 11.7 2.7 441/4-29 
at Pullman .. 32 47.02 58.76 1.73 3.42 2.38 3.18 2.00 6.3 10.8 53 -30/4 
we Schenley Industries cen 27 31.17 48.30 1.23 3.60 7.46 8.20 2.00 7.4 3.3 3554-25), 
ted Smith & COP. enn NS 15.49 31.82 1.69 3.05 5.57 4.77 2.00 13.4 3.1 26 -I5 
If Stewart-Warner cen 1D 13.70 21.70 67 1.41 1.88 2.44 1.50 11.6 5.3 1634-12 
als Walker 'Hiram)}-G. & We . 22 22.37 35.03 1.94 2.69 6.54 8.62 2.00 9.1 2.5 2734-185, 
not Young Spring & Wire... f 19 19.95 37.55 .84 2.04 3.52 7.41 1.50 7.9 2.6 24 -15% 
ore *—After deducting senior obligations; figures adjusted for stock-splits. a—No comparable figures available. k—Plus stock. 
by 
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PROFIT 


INCOME 


Time 


Current market action gives 
neither bulls nor bears much to 
cheer about. But if the perform- 
ance does not soon become signifi- 
cantly worse than it has been in 
the backing and filling of recent 
weeks, time and seasonal business 
improvements will be working in 
favor of higher stock prices. The 
nearer you get to late spring, the 
less becomes the risk of a down- 
swing. In many more years than 
not, average stock prices have 
moved up during some material 
portion of the late spring or sum- 
mer season. This seasonal ‘sum- 
mer rise” started earlier than 
usual in each of the past two 
years—March in 1948 and May 
in 1947. Although far from guar- 
anteed, there is still plenty of 
time for it. On the long back 
record, May has usually been a 
better month for the market than 
April, June a better month than 
May. 


Speculation 


Measured from the 1946 bull- 
market high, as well as from the 
intermediate recovery high of 
last summer, low-priced stocks 
have fared much worse than the 
investment-quality issues. This 
relationship was reversed, at least 
for the time being, on the margin- 
reduction news, with low-priced 
stocks, on an average, rallying 
sharply percentagewise and with 
the high-priced stock index slug- 
gish. In the face of a moderate 
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general market recession since 
the margin-change rally, the low- 
priced stock index has now shown 
up fairly well for another week. 
This still slight and tentative in- 
dication of a revival of the spec- 
ulative instinct—the willingness 
to take risks—could be of more 
than transient significance if it 
should continue for a time. On 
the whole, speculative stocks are 
more “sold out” than others and 
therefore in a position to pace a 
general market rally. But they 
will certainly be good sales, in 
most cases, on an intermediate 
recovery. 


Pay-Off 


The investment of some Amer- 
ican oil companies in the lush 
fields of the mid-East has begun 
to pay off in a big way. Thus 
Standard Oil of California last 
year received about $19.3 million 
(net after taxes) in dividends 





from associated foreign compan- 
ies, the great bulk of it from 
Arabian American Oil Company 
operating in Saudi, Arabia. This 
was equal to almost $1.50 a share 
of S. O. of Cal. stock, and to 
roughly 37% of the $4 dividend 
which it paid. In addition, the 
company’s interest in the undis- 
tributed net profit of Arabian 
American for 1948 was $43.8 mil- 
lion. In dividends alone, the re- 
turn on the net investment will 
be very rich. The net investment 
in foreign affiliates is only some 
$75 million or less than a tenth 
of total assets. Ownership of 
Arabian American, Bahrein Pe- 
troleum and their associated pipe 
line and tanker companies has 
been 50-50 between Standard of 
California and Texas Company. 
On consummation of a contracted 
deal to bring Standard Oil (New 
Jersey) and Socony-Vacuum into 
the picture, it will be 30% each 
for the first three and 10% for 








*1949 and 1948 respectively. 








INCREASES SHOWN IN RECENT EARNINGS REPORTS 


Aluminum Co. of America.......................... 
IDR see Aton Ah oye s 
NON MINER ocr sos ox erar sera speiw ceca seas cessnce sss 
MINS Ss Sys. tabaci Sak sebpeOesenbecapantecoeeseebeeanee 
RU PNR NNNUING sions sos tenes cece es poetesceenses 
Peebles TOGO occ ii cecvcsccscccseccceesicdesceee 
RR PMR OND 8555s cscs 055 tn cs rasssacacectarseascenenss 
Lathe Siar COMO... 56i.issceicsceseccsccesssaeeseeee 
SU PMNMMNDDUDEDE Soo 555s s2bcncseesvevevacstccheoksesteccsoes 
Diana rR oo cisys Socises ceacasee sto easceeecen sees 


1948 1947 
Year Dec. 31 $7.66 $5.64 
Year Dec. 31 4.34 2.48 
Year Dec. 31 5.40 3.86 
Year Dec. 31 2.48 97 
Year Dec. 31 -98 53 
Year Dec. 31 4.16 3.11 
Year Dec. 31 7.31 5.06 
Year Dec. 31 8.18 6.68 
Year Dec. 31 3.18 2.38 
Year Jan. 31 5.80* 4.56* 
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Socony. A huge expansion of 
Arabian American is_ planned, 
but will be almost entirely self- 
financing although guaranteed by 
the American companies. The po- 
tential Russian threat to the mid- 
East is of course something to 
consider. But for the time being, 
it seems more apparent than real. 


Bottoms 


The peaks in different groups 
of stocks and different lines of 
business have been widely scat- 
tered. Some stocks topped out in 
1945, although the. bull-market 
high in,the averages was in the 
late spring of 1946. Some lines 
of business turned sour as early 
as late 1947 and others in the 
forepart of 1948, whereas the 
Reserve Board production index 
reached its peak in October- 
November, 1948. Some stocks 
have been in major bear markets 
while the Dow industrial average 
has held in its broad trading 
range since October of 1946. 
There is every reason to think 
that the bear-market bottoms 
will also be widely scattered and 
that many of them have been 
seen. There seems to be a pretty 
good chance that this is so of such 
groups as aircraft manufactur- 
ing, air lines, cement stocks, 
glass containers, drugs, finance 
companies, gold mining, tobacco 
products, natural gas and elec- 
tric utilities. It may be added that 
at the lows heretofore seen, good 
oils, retail trade stocks and tire 
stocks could be considered pretty 
thoroughly deflated. 


Yields 


At the February lows, the aver- 
age dividend yield on represent- 
ative industrial stocks exceeded 
that on high-grade bonds by the 
widest margin ever seen, with the 
single exception of the bottom 
portion of the 1939-1942 bear 
market. The relationship is not 
significantly different now, for 
the market has risen very little 
since February. Yield factors and 
the belief that well established 
dividend rates are in little or no 
danger explain why good-grade 
common stocks have shown no 
tendency to nose-dive in the face 
of business recession news. On 
many stocks, the 1948 dividend 
payments could be readily main- 
tained even through a general de- 
flation more severe than there is 
any need to allow for, vet their 
current yields are liberal. A par- 
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tial list includes American Chicle, 
First National Stores, Jewel Tea, 
American Tobacco, U. S. Tobacco, 
Abbott Laboratories, Sterling 
Drug, National Dairy Products 
and Union Oil of California (or 
almost any other top-grade oil). 


Groups 


The selective divergences within 
the market indicate reduced de- 
mand for stocks which appear 
subject to marked deflation of 
earnings sooner or later, regard- 
less of how good present earnings 
are. That is so of automotive 
issues, steels, most building 
stocks, farm and rail equipments, 
household equipment and _ fur- 
nishings, machinery in general, 
and coal, to name only the more 
important. On the other hand, in- 
creasing preference is indicated 
for (1) stocks in stable consump- 
tion-goods lines such as drugs, 
tobacco and grocery chains; (2) 
beneficiaries of public spending 
such as aircraft and cement 
stocks; (8) stocks of companies 
which will gain on balance 
(through lower costs) from com- 
modity price deflation, such as 
utilities, soft drinks and low-price 
candy makers; and (4) stocks in 
industries which have already 
gone through most or all of their 
post-war adjustment, such as air 
lines and motion pictures. In the 
case of many individual stocks 
there are, of course, other reasons 
for better-than-average or worse- 
than-average action which cannot 
be so generally or briefly classi- 
fied. Probably the rewards to be 
had from the market this year 
will be determined more by selec- 
tion of stocks than by what the 
Dow industrial average does. 


Wages 


Wage boosts without increased 
productivity are inflationary un- 


der conditions when they can be 
passed on in higher prices, but 
deflationary when they cannot be 
passed on. The latter is so in most 
lines now—and Congress knows 
it. Hence there is an increasing 
chance either that a 75-cent mini- 
mum wage law will not be 
adopted or that there will be ex- 
emptions which largely soften its 
impact in low-wage lines. Of the 
latter, variety-store chains are 
the most important in investment 
interest. Assuming that the threat 
to them inherent in the minimum- 
wage proposal has been ended or 
substantially modified, stocks like 
Woolworth, Kress, Kresge, Grant, 
Green, McCrory and Newberry 
probably are somewhat under- 
priced. 


Cups 


Sales of paper cups have grown 
greatly over the years, and are 
highly depression-resistant. The 
two leading makers are Lily- 
Tulip Cup and Dixie Cup. Vol- 
ume of the former was slightly 
higher in the depression year 
1938 than in 1937; of the latter, 
only nominally lower. These com- 
panies will gain from a better 
supply and lower costs of paper, 
improving margins. Earnings 
this year should hold close to last 
year’s record figures of $7.31 a 
share for Lily-Tulip and $6.70 for 
Dixie Cup. Dividends of $1.621%4 
for the former and $1.00 for the 
latter look low relative to earn- 
ing power, and subject to even- 
tual increase. Dixie is priced now 
at 28, Lily-Tulip at 40. Each has 
semi-speculative merit. 


Trouble 


Between higher costs and low- 
er advertising revenue, most pub- 
lishing concerns appear to face 
something of a squeeze. More- 

(Continued on page 98) 


























DECLINES SHOWN IN RECENT EARNINGS REPORTS 

1948 1947 
American Broadcasting Company.............. Year Dec. 31 $ .28 $1.28 
American Safety Razor.............................. Year Dec. 31 -47 -80 
Anaconda Wire & Cable............................ Year Dec. 31 8.31 10.05 
Cp a. RIRRG SD STEED e BOEe | PABE REI een aE een Year Dec. 31 5.87 6.03 
aN en ROEM oa 6 ose ae la ae Ne hee, Year Dec. 31 98 1.49 
Federal Motor Truck......................cccccceeeees Year Dec. 31 -27 3.11 
PUMPER MORN Doon go 5 doo ccs code cdccancceccesss Year Dec. 31 3.71 3.87 
NGI OM er MR CINCROIN NS 6255 occ nated ove ecocavace teens Year Dec. 31 2.71 3.02 
Rm ONE co ox Sono do reece wveeue Seccaabecsauaace Year Dec. 31 3.68 3.84 
POO SEAN PROTEC EET CERT anY Fe oh eae a Rane Year Dec. 31 6.36 7.33 
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The Personal Service Department of THE MaGazZINg OF WaLL StTRget will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 
represent thousands of dollars in value to you. It is subject only to the fol- 


lowing conditions : 


1. Give all necessary facts, but be brief. 
2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Wm. Wrigley Jr. Company 

“As a subseriber to your Magazine 
and an avid reader of its contents, I am 
writing for information. 

“Let me inform you that Iam a widow 
and have had not quite a year in having 
the responsibility of administrating my 
husband’s investments. I have been as- 
sured that his investments were conserv- 
ative and therefore want to know 
whether you regard Wm. Wrigley Jr. 
Company stock tn that category.” 

W. F., Bernardsville, New Jersey 

Wm. Wrigley Jr. Company and 
its wholly owned subsidiary com- 
panies at December 31, 1948 
showed net sales for the year of 
$61,440,166 and net earnings per 
share of $5.82, compared with 
1947 net sales of $50,186,953 and 
net profit per share of $4.31. Reg- 
ular 25 cent monthly dividend 
payments were made last year 
and an extra of 50 cents was paid 
on January 2, 1948, out of 1947 
earnings and an extra of 50 cents 
was paid on December 1, 1948 
out of current 1948 earnings. 

The improvement in net earn- 
ings for 1948 was due primarily 
to the substantial increase in 
sales. Sales promotion expendi- 
tures were somewhat higher in 
1948 than in 1947, but substan- 
tially lower than amounts ex- 
pended in pre-war years on a 
much smaller volume of business. 
Raw material prices were some- 
what lower, resulting in a slight- 
ly lower cost per box of chewing 
gum manufactured. 

Earnings of foreign subsidi- 
aries included in the consolidated 
total amounted to $1,424,189, or 
12.4% of the total earnings, an 
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increase of $664,354 over the year 
1947. Cash dividends received 
from these companies in 1948 
amounted to $873,701. 

Net addition to property ac- 
counts for improvement of plants 
and facilities for the year 1948 
totalled $4,097,260. Over the past 
three years, approximately $9,- 
200,000 has been invested for 
modernization, replacement and 
to some extent, expansion of plant 
facilities to meet current needs. 

Sale of Wrigley brand chewing 
gum for the first two months of 
1949 ran slightly higher than the 
average monthly rate of sales for 
1948. There were increasing signs 
indicating that before long it will 
be necessary to further expand 
selling program in order to main- 
tain the sales trend of the past 
several years. 

Net income has steadily in- 
creased in the past three years 
and dividend payments have been 
good and therefore, this stock can 
be regarded as a conservative 
issue. 


Greyhound Corporation 

“Please report on operating revenues, 
net income and dividends of Greyhound 
Corporation.” E.J., Key West, Florida 

The Greyhound Corporation 
showed consolidated net income 
for 1948 of $16,127,753 after all 
charges including provision for 
Federal and State income taxes 
and the portion of net income ap- 
plicable to minority interests in 
subsidiaries. Such net income is 
equivalent after preferred stock 
dividend requirements to $1.70 a 


share on 9,330,090 shares of com- 
mon stock outstanding at the end 
of 1948 and compared with net 
income for the previous year of 
$17,248,563, equivalent on the 
same basis to $1.82 a+common 
share. 

During 1948, for the first time 
Greyhound’s traffic load surpassed 
ten billion passenger miles, and 


more than 500 million bus miles | 


of service. 

Total operating revenues for 
the year reached a new high 
record total of $192,544,172, an 
increase of 9% over the total of 
$177,355,397 for the previous 
year. This increase was chiefly 
the result of the larger volume of 
traffic handled in 1948, but rate 
adjustments which became effec- 
tive in the latter part of the year 
also contributed a part of the 
gain. Revenues from newly ac- 
quired companies were negligible 
in amount. 

Total bus miles operated 
showed a gain of 7% over 1947. 
Because of the sharp increase of 
labor and material costs, operat- 
ing expenses last year increased 
more rapidly than operating rev- 
enues, amounting to 32.3 cents 
per bus mile against 30.8 cents 
per mile in 1947. As a result net 
earnings were slightly below 
those of 1947. 

Some success was achieved last 
year in securing approval for the 
upward adjustment of certain 
fares to offset in part a steady 
rise in operating expenses. This 
program of adjustment and equal- 
ization is expected to continue in 
1949. 

As of December 31, 1948, the 
Greyhound Lines owned a total of 
5837 buses compared with 5365 
at the end of the preceding year. 

The greatly increased volume 
of traffic the Greyhound Lines 
are now handling makes large 
capital expenditures necessary 
for terminals, garages, and other 
operating facilities. In view of 
the present high level of costs, 
however, only the most necessary 
facilities are being built. Term- 
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inals and garages for which con- 
struction has been authorized, in- 
cluding the Chicago Terminal 
Building, will require a total ex- 
penditure of $17 milkion to be 
spent during this and later years. 

Dividends amounted to $1.00 
per share last year and 25 cents 
was paid in the first quarter of 
the current year. 


Admiral Corporation 


“Has Admiral Corporation shown 
evidence of growth in recent years and 
what products does the company manu- 
facture?” R. M., New Haven, Conn. 


Admiral Corporation earned 
$3,782,825, after all charges for 
the fiscal year ended December 
31, 1948 as compared with $2,- 
248,186 for the previous fiscal 
year. 

Per share earnings were $3.78 
on the one million shares now 
outstanding as compared with 
$2.25 in 1947 on the equivalent 
number of shares, representing 
an increase of 68%. 

Net sales amounted to $66,- 
764,266, showing an increase of 
39% over sales of $47,898,988 in 
1947, and an increase of 85% 
over sales of $36,169,850 for the 
fiscal year ended December 31, 
1946. 

Net worth was $10,814,886 
compared with $7,795,460 for 
1947, an increase of 39%. For 
the third year in a row sales and 
earnings have exceeded the pre- 
vious year’s record. This reflects 
the policy of greater diversifica- 
tion and expansion upon which 
the corporation embarked in 1944. 

Admiral Corporation manufac- 
tures television sets and acces- 
sories, radios, phonographs, radio- 
phonograph combinations, auto- 
matic record-changers, refrigera- 
tors, home freezers and electric 
ranges. 

Dividends in 1948 amounted to 
85 cents per share in cash and 
11-1/9% in stock. A cash divi- 
dend of 20 cents was paid on 
March 31, 1949. 

First quarter 1949 net sales 
amounted to $23,513,097 and net 
profit to $1,536,217 equal to $1.54 
per share, compared with 1948 
first quarter sales of $12,004,168 
and net income of $530,410 or 538 
cents per share. 

Current year first quarter 
showed the second highest quar- 
terly sales and earnings in Ad- 
miral’s history, exceeded only by 
the last quarter of 1948. 

Much of the increase must be 
attribued to the television division 
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which in January introduced a 
complete new line of sets with 
prices based on increased mass 
produetion. 


Minnesota Mining 
& Manufacturing Co. 
. “I know that Minnesota Mining & 
Manufacturing Co. has made remark- 
able progress in recent years but would 
like to know about company’s present 
expansion program and recent earn- 
ings.” L. D., Louisville, Kentucky 

Total sales of the Minnesota 
Mining & Manufacturing Com- 
pany, and its subsidiaries, manu- 
facturers of Scotch tape, ete. 
were $108,246,440 for 1948, set- 
ting an all-time record. 

Net income for the year 
amounted to $13,234,756 after 
providing $8,700,000 for Federal 
and State taxes. 

In 1947 the gross was $93,437,- 
137, and the net was $10,715,376. 
Last year’s record showed an in- 
crease of 15.8% in sales, but the 
percentage of profit to sales was 
up less than 1%. Earnings per 
share of common stock for 1948 
were $6.51, compared with $5.47 
for the previous year. Dividends 
of $2.10 per share were paid on 
the common in 1948, and $4.00 
on the preferred, first issued late 
in 1947. 

During the year the company 
opened a new roofing granule 
plant at Corona, Calif., and pur- 
chased Lee Larson & Co., a 
nation-wide outdoor advertising 
company with headquarters in 
Waukesha, Wisconsin. The latter 
was merged with another 3M sub- 
sidiary, the National Advertising 
Company. 

A former war plant was pur- 
chased in the summer of 1948, 
and is currently being remodeled 
and equipped for production. It 
is located in Bristol, Pa. Two new 
factories near Hastings, Minne- 
sota are approaching completion. 
This group of new units makes 
up a substantial part of the com- 
pany’s $20 million expansion pro- 
gram. 

At the end of the year the 
parent company had ten branch 
plants and eighteen branch offices 
and warehouses operating in 
fourteen states. 

The subsidiary, The 3M Com- 
pany makes pressure - sensitive 
adhesive tapes, coated abrasives, 
reflective materials, roofings gran- 
ules, electrical tapes, industrial 
tapes, industrial adhesives, color 
pigments and chemicals and mis- 
cellaneous lines. 

Company’s intensive scientific 
research program is expected to 


develop new uses for present 
products and also introduce new 
lines. 


Rheem Manufacturing Company 

“With business in general becoming 
more competitive, as a stockholder of 
Rheem Manufacturing Company, I am 
interested in knowing what steps the 
company ts taking to decrease costs of 
operations.” A. L., New York, N. Y. 

Net income of Rheem Manu- 
facturing Company for 1948 
amounted to $3,162,903, equal 
after preferred dividends to 
$3.04 per common share. This 
compares with 1947 earnings of 
$3,606,915, or $3.48 per common 
share. 

Net sales last year were $58,- 
744,097, of which 56% repre- 
sented home comfort appliances 
and 44% steel shipping contain- 
ers; 1947 net sales were $60,258,- 
287. Working capital on Decem- 
ber 31, 1948 was $11,091,708, as 
compared with $11,074,200 at the 
end of 1947. In anticipation of 
continued limitations on the sup- 
ply of steel and the return of 
competitive selling, a broad pro- 
gram to streamline all phases of 
the company’s operations was put 
into effect in May 1948. As part 
of this program, it was decided 
to close and offer for sale the 
Stockton Tool and Birmingham 
Plants. The first two were sold 
during the year. A substantial 
profit was realized which offset 
all costs incident to closing down 
and moving their activities to 
other plants. 

The tangible benefits of this 
program of streamlining are al- 
ready measurable and economies 
effected in 1948 indicate an an- 
nual saving in excess of $4 mil- 
lion. It is estimated that the clos- 
ing of the Birmingham Plant will 
result in a further annual saving 
of $700,000. These estimates were 
computed before provision for 
Federal income taxes. Such re- 
trenchments should put the com- 
pany in a strong position to meet 
increased competition of a buyers’ 
market. 

Dividend payments amounted 
to $1.60 per share in 1948 and 
regular 40 cent quarterly divi- 
dend was paid on March 15, 1949. 


Clark Equipment Company 


“Asa subscriber to your valued maga- 
zine, I would like information on Clark 
Equipment Company.” M.R., Rye, N.Y. 

Clark Equipment Company 
manufactures motor truck and 
farm tractor components, indus- 
trial trucks and other transporta- 


(Continued on page 96) 
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By E. K. A. 


The seasonal pick-up in business, anxiously awaited, has 
finally gotten under way but so far it’s been falling behind 
expectations. Retail trade is doing better but retailers are by 
eae no means satisfied. They 

had looked for higher and 
BUSINESS ACTIVITY|| | better sustained volume. 
PER CAPITA BASIS Now, they say, it all de- 
MW. S. INDEX =—— 


pends on the strength of 
£: oe. 

































post-Easter buying, and 
some are not too sanguine 
about the outlook. All of 
which goes to prove that 
business is still in a test 
eriod. The snap-back has 
~ sluggish rather than 
vigorous and those who 
had hoped that it might 
mark the temporary end of 
the latest readjustment 
phase are likely to be dis- 
vo appointed. As it is, we can- 
‘AGO ppointed. . 
not say whether it will be 
just a mild bulge, soon to 
flatten out again. If it turns 
out to be that and no 
aco more, it will doubtless have 
a damping effect on busi- 
ness sentiment. 

This column, however, 
would not want to come to 
hasty conclusions. In our 
opinion there is still a good 
chance of real business im- 
provement. Here is one of 
the more important reasons: 
Across the board, retail 
prices have lagged behind 
reductions in commodity 
and wholesale prices, and 
with people looking for bet- 
ter values and lower prices, 
this has naturally had an 
adverse effect on consumer 
spending. But now we have 
finally reached the stage 
where lower raw materials 
prices are filtering through 
to retail levels, as witness 
the flood of recent price 


















































This means that the price 
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cuts in virtually every field. . 


decline, particularly in industrial raw materials, has reached 
the point where it will make a real difference in business 
costs. Inventorywise this may hold its own threat to those 
who lacked caution but these are likely in the minority. 
What's more important is that costs or | prices are finally 
coming down in earnest, speeding not only price stabiliza- 
tion that will inevitably follow the current downswing but also 
the day when business and consumer buying will again pick 
up. This point may be nearer than many think though it is 
admittedly difficult if not impossible to anticipate just when 
the low the first cycle of postwar deflation will be reached. 
Some think we may not see it before the first quarter of 
next year. Others argue that it’s probably closer at hand, 
perhaps as near as the third quarter of this year. Much 
will depend on the breadth and tempo of further price 
adjustment. 

Washington, while it doesn’t want the downturn to go very 
far, is in favor of getting it over as quickly as possible, thus 
would prefer that adjustment should be completed this year. 
If it drags out until 1950, the reasoning goes, it will be more 
painful, and this is also politically undesirable. Hence we 
may look for policies designed to ease remaining pressures 
and fostering further price declines. 


Current Outlook Factors 


Business activity over nearby months will hinge on such 
factors as the trend of steel industry activity; the degree of 
seasonal revival of building; the future course of capital 
expenditures by business; how retail trade will shape up and 
whether the automobile industry can hold to its current peak 
rate of production through summer. 

Latest estimates of capital outlays are fairly reassuring. 
So are automotive prospects at least through spring. Steel 
demand may have passed its peak but there is no evidence 
of a marked drop in operations any time soon. Less reassur- 
ing is the outlook for building. The residential segment so 
far this year has been disappointing; unless it improves 
sharply this spring, there will be a wider and more general 
downturn later in the year. In the midst of a downtrend in 
building materials prices, would-be builders and house 
buyers are naturally hesitant. Many will want to be fairly 
wal satisfied that the downswing in prices is petering out 
before they are ready to go ahead. In our estimation, the 
course of building activity will go far towards shaping the 
business climate in the months ahead. As pointed out, it all 
goes back to price trends—the key factor in today’s situation. 

How important it is, is shown by the precipitate drop in busi- 
ness loans during the last three months. Their reduction reflects 
not only the working down of inventories but also lower prices 
which cut into the dollar volume of business borrowing. 
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The Business Analyst 





MONEY AND CREDIT—Common stocks rally sharply for a 
day or two, with exceptional strength in low priced issues, 
upon announcement of reduced margin requirements: then 
revert to the now familiar pattern of aimless fluctuations. There 
were 16 new group highs, and only 2 new lows during the fort- 
night ended April 9. Corporate bonds and preferred stocks 
show little change on balance. Foreign government dollar 
bonds extended their gains, with Scandinavian issues still in 
the lead; but the upturn appeared to be losing momentum. 
Payments on Federal income taxes caused a sharp drop in 
demand deposits. To offset the resulting shrinkage in reserves 
the banks sold Government securities, while non-bank inves- 
tors bought. A moderate contraction in commercial loans was 
more than offset by expansion in other loans, particularly to 
other banks. Insurance policy loans and surrenders are increas- 
ing. Policy loans in January were up 20%, from the like month 
last year, with surrenders up 25%. Member banks in the New 
York Federal reserve district reported net earnings last year of 
only 7% on total capital accounts, against 8.1% the year 
before. 


TRADE—With costs still rising and competition keener, de- 
partment stores last year earned only 3.8 cents per dollar of 
sales, compared with 4.3 cents in 1947. Sales in the week 
ended April 2 jumped to 8% above last year. Improvement 
will continue for another fortnight: then slump for a week or 
two. February sales by wholesalers were 3%, under the like 
month last year. 


INDUSTRY Business activity continued to recede during the 
week ended April 2; but showed fractional improvement over 
the like date last year. Due mainly to continuing shortening of 
the work-week, unemployment was down, and employment up, 
a little in the four weeks ended March 13. Operating costs are 
being reduced by lower material prices and other economies. 
Construction activities still hold above last year. 


COMMODITIES—Cotton and grains rally sharply in responses 
to Government proposal to guarantee small farms an even 
higher income; but hides, wool and metals decline. 


oO 





There is an old saying that what everyone expects doesn’t 
happen. The very fact that business men and consumers are 
Overcautious now prevents the kind of overbuying that might 
lead to a severe depression. When people find in due time 
that prices have not collapsed, but merely settled down to a 
moderately lower level, deferred demand for both consumer 
and capital goods will begin to pick up again. There are no 
logical grounds for fearing repetition of the 1929-32 debacle, 
which was precipitated by financial excesses not present today. 

.s & 


There is certainly nothing panicky in the behavior of our 
Business Activity index which, despite its decline to a new 
low for the year during the fortnight ended April 2, was frac- 
tionally higher than a year ago when the coal miners’ strike 
caused more plant shut-downs than this year’s walk-out. 

* 


There was contraction of 53,000 in unemployment, and an 
expansion of 226,000 in the number at work in non-agricultural 
pursuits during the four weeks ended March 13. During the 
twelve months ended March 13, however, Unemployment 
rose 727,000 and the number at work in non-agricultural pur- 
suits declined 61,000. 
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Instead of suspending operations, most business concerns 
have been meeting slackening demand for their products by 
instituting a Shorter Work-Week. The number of part-time 
workers in non-agricultural pursuits has increased 1.8 million in 
the past 12 save though only 69,000 in the four weeks ended 
March 13. But a shorter work-week means smaller take-home 
pay. This, and the H. C. L., have led an abnormal proportion 
of the population to seek employment. A year ago only 57%, 
of the people of working age in this country were employed or 
seeking employment. During the past 12 months, virtually all 
of the 1.17 increase in our population of working age has joined 
the labor force. The sharp rise in unemployment is thus due 
less to declining business than to an exceptional upsurge in 


the desire to work. 
* 


* * 

Long-awaited price reductions in non-farm products have at 
last appeared and industrial buyers, following the lead of con- 
sumers, are now waiting on the side lines to see how far the 
decline will go. Meanwhile, inventory profits are giving way 
to inventory losses. But before too long, buyers will have to 
re-enter the market to replenish stocks. Then they will find 
Costs much reduced, not only by lower material prices but also 
by economies which returning competition has forced them to 


devise in their own menage. 
* * 
The Movie Industry, for example, is now demonstrating 


(Please turn to the following page) 
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Latest Previous Pre- 
Wk.or Wkor Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago __ Harbor 
MILITARY EXPENDITURES—$b (e) | Mor. 1.24 1.16 Vt 1.55 (Continued from page 87) 
Cumulative from mid-1940. —_ 5 tr a Ns 13-8 | that costs can be cut when executives roll 
FEDERAL GROSS DEBT—$b Apr. 6 251.4 251.7 252.4 55.2 |up their sleeves and put on their thinking 
caps. ‘Stage sets have been simplified,” 
MONEY SUPPLY—$b to quote from our able contemporary, the 
Demand Deposits—94 Centers Mar. 30 14.8 14.7 15.5 26.1 | Wall Street Journal, “scripts te been 
Currency in Circulati Apr. 6 27.5 274 = 27.8 10.7 | streamlined,” negative exposing has been 
siaieniaeiensiaitieical ten cut to a —_— and wns forces 
—— ; have been trimmed. . . . The resulting pro- 
New York City—$b weapon - = | lle speed-up has amazed Hdlpwned 
93 Other Centers—$b Mar. 30 12.60 12.66 12.38 7.60 old.simers. 
PERSONAL INCOMES—$b (cd3) Jan. 233.1 233.2 211.0 ~—-102 _ Se 
Selaries and Wages Jon. 140.4 = 142.0 131.5 66 The Electric Utilities are showing what 
Proprietors’ | Jan. 53.0 52.1 51.8 6-23 installation of modern equipment can ac- 
Interest and Dividends Jan. 18.6 18.4 16.5 10 complish in effecting longer-range econo- 
Transfer Payments Jan. Hl 10.7 11.2 3 mies. Nearly a million kilowatts were added 
(INCOME FROM AGRICULTURE) Jan. 27.4 =. 25.8 26.7 10 to their generating capacity during the first 
uvarter, compared with only a little more 
CIVILIAN EMPLOYMENT—m (cb) Mar. 57.6 57.2 I. 51.8 oe 0.4 million in the like period last year. 
Agricultural Employment (cb) a - sn ee 88 | Plans call for total additions of 5.4 million 
Employees, Manufacturing (Ib) | Feb. 15.7 15.9 16.2 13.8 itl atta thie year, against heat year's previ- 
Employees, Government (Ib) | Feb. vies - ee 46 | ous record of only 3.4 million. Result: Feb- 
sss tinleechtsanentttiaiaa li este seni “ a _ 3.8 | ruary production of electric energy totaled 
FACTORY EMPLOYMENT (1b4) Feb. 53 154 ~=—159-—Ss«147_—| 23 billion kilowatt-hours — largest for any 
Durable Goods Feb. 178 18! 186 175 February on record and 3.6%, above the 
FACTORY PAYROLLS (1b4) Jan. 363 378 + ©359~——«198_| tion for that month was 9.6%, lower than a 
year earlier 
FACTORY HOURS & WAGES (1b) * * * 
Weekly Hours Feb. 39.4 39.4 40.2 40.3 Government reports indicate that Capi- 
Hourly Wage (cents)... | Feb. 137.7 138.1 128.7 78.1 tal Expenditures for plant and equipment 
Weekly Wage ($)_____--____ | Feb. 54.25 54.41 51.75 32.79 during the first quarter were probably some- 
PRICES—Wholesale (1b2) hae. 158.0 158.1 1603 92.5 | What ahead of the like period last year; but 
Retail (cdib) Jan. 191.6 192.5 190.3 1162 _ | that the second half might show a drop of 
around 14%,. The latter rather gloomy pre- 
COST OF LIVING (1b3) Feb. 169.0 170.9 167.5 110.2 | diction was based upon a survey of execu- 
Food Feb. 199.7 204.8 204.7 ‘113.1 | tives’ intentions as of February, following 
Clothing Feb. 195.1 196.5 195.1 113.8 | the sharp break in commodity prices. More 
Rent Feb. 119.9 119.7 116.0 107.8 —- —— developments in the 
next few mont inspi 
cieiah imei eB - it could inspire an upward 
Retail Store Sales (cd) Feb. 895 869.420 8.95 4.72 
Durable Goods ____________. | Feb. 2.47 2.44 2.35 1.14 * * * 
Non-Durable Goods __________ | Feb. 6.48 6.98 6.60 3.58 A ee a 
Dep't Store Sales (mrb)_____ | Feb. 059 0.64 062 0.49 a rn es See ae 
Retail Sales Credit, End Mo. (rb2)_.. | Feb, nes ‘a ive as several bright spots still visible, or re- 
appearing, through the fog of pessimism. 
MANUFACTURERS’ With re-opening of the mines, Coal carriers 
New Orders (cd2)—Total___—|_ Jan. 237 237 251 18! have called back workers who had been 
Durable Goods Jon. 285 276 291 221 furloughed during the walk-out. Farm 
Non-Durable Goods a 209 213 227 157 Equipment makers report that domestic 
Shipments (cd2)—Total eee og 339 348 333 187 sales are still running well ahead of last 
Durable Goods Jan. 381 395 351 227 year; though dealers’ stocks are a bit heavy, 
Non-Durable Goods ee ye 314 322 326 158 foreign orders are slipping, and at least one 
small maker of tractors has trimmed produc- 
BUSINESS INVENTORIES, End. Mo. tion. 
Total—$b (cd) Jan. 54.2 54.0 49.1 28.6 * * * 
Manufacturers’ Jan. 32.0 31.8 28.5 16.4 ; ; ; 
Wholesalers’ hae 8.6 83 78 41 Along with scattered price reductions of 
Betatlers’ i 13.6 13.9 12.8 8.1 merely token size, Automobile Produc- 
Dept. Store Stocks (mrb} ria 2.0 21 2.0 1.4 _ | tion continues to ring up new weekly highs. 
“Ward's” says that the second quarter's 
BUSINESS ACTIVITY—1—pc Apr. 2 160.4 161.5 163.7 141.8 | output “‘may challenge” the peak of 1,867,- 
(M. W. S.)—1—np Apr. 2 184.0 185.1 183.5 146.5 1475 vehicles reached in the corresponding 
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Date Month Month Ago _— Harbor 
INDUSTRIAL PROD.—1—np (rb) | Feb. 139 = 191-194-174 «11929 period. The volume of automobile 
Mining Feb. 149 151 155 133 | sales credit outstanding ($2 billion) at the 
Durable Goods Mfr.____________ | Feb. 226 227 226 220 | end of February was at a new all-time high 
Non-Durable Goods Mfr. | Feb. 173,174 180 IST | and $746 million larger than a year earlier. 
CARLOADINGS—t—Total Apr. 2 726 596 661 833 * ok * 
ore * ten... . yd yo +9 pis | Domestic Freight Car deliveries during 
pe calla hon? 40 43 38 43 | March were the highest in over two years. 
—- ~~ — --—___—- | Backlogs of unfilled orders were 41°, under 
ELEC. POWER Output (Kw.H.)m Apr. 2 5,378 5,404 5,037 3,267 a year earlier; though equivalent to six- 
SOFT COAL, Prod. (st) m Apr. 2 "9.6 2.4 2.1 10.8 | months’ output. 
Cumulative from Jan. |__| Apr. 2 126 117 142 446 | sa * * 
Stocks, End. Mo Feb. 68.8 67.8 48.6 61.8 | February orders for Machine Tools 
PETROLEUM—(bbis.) m | were nearly 5° above last year, led by a 
Crude Output, Daily... | Apr. 2 5. Bal 5.4 4.1 more than 100° /, rise in foreign orders. 
oe _— Apr. 2 128 128 112 86 * * * 
vel Oil Stocks : 4 94 . 
Heating Oil Stocks pele Pe : . 55 | New orders booked by Furniture mak- 
—_—_—_———— - | ers during February were only 23% belew 
ee See. Cee. Oy Apr. 2 647 660 684 632 last year, against a slump of 32% for two 
Stocks, End Mo. (bd. ft.) b_.__._ San. 7.1 77 5.7 2h | wei 
STEEL INGOT PROD. (st.) m Mar. 8.39 7.49 761+ 6.96 | . ’ ° 
Cumulative from Jan, |_______ — | Mar. 24.1 15.7 22.0 74.7. | Expenditures on new Construction dur- 
ENGINEERING CONSTRUCTION |ing March were 2% above the like month 
AWARDS—$m (en) ‘en: ? 178 132 94 94 | last year. Expenditures on construction of 
Cumulative from Jan. |__| Apr. 7 2,050 1,872 1,628 5,692 new dwellings in February were up 6%, from 
oniemecnaaninaes eae | a year earlier; but the number of new dwell- 
°o 
Paperboard, New Orders 'st)t Apr. 2 179 149 234 165 | eT a — oe “ag Tor i 
Footwear Production (pairs)m Jan. 36.9 35.5 40.7 34.8 oe vo —— ee To 8 er tira 
Pneumatic Casings Production—m Jan. 5.9 5.7 7.9 4.0 | Building and engineering awards during 
Natural Rubber Consumption (Itt. Jan. 50.2 46.0 58.2 54.3 | March in 37 states east of the Rockies in- 
Do., Synthetic fan. 37.5 35.4 43.0 0.5 | volved contemplated expenditures of nearly 
Whiskey, Domestic Sales thas gals. )m | Jan. 4.0 4.0 4.0 8.1 | 10%, above the like month last year. 





b—Billions. cb—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept. (Avge. Month 1939—100). cd3—Commerce Dept.. 
seasonally adjusted monthly totals at annual rate, before taxes. cdlb—Commerce Dept. (1935-9—I00), using Labor Bureau and other 
Data. e—Estimated. en—Engineering News-Record. |—Seasonally adjusted Index (1935-9—I00). lb—Labor Bureau. Ib2—Labor Bureaw 
(1926—100). Ib3—Labor Bureau (1935-9—I100), Ib4—Labor Bureau, (1939—100). It—Long Tons. m—Millions. mpt—At Mills, Publishers, 
and in Transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without Compensation for Population growth. pe— 
Per Capita Basis. rh—Federal Reserve Board. rb2—Federal Reserve Board, Instalment and Charge Accounts. st—Short Tons. t—Thousands. 
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No. of —————1949 Indexes ——————. ]_ (Nov. 14, 1936, Cl_—100) High Low Apr.2. Apr. 9 
Issues (1925 Close—I00) High Low. Apr.2. Apr.9_-| 100 HIGH PRICED STOCKS 80.68 74.54 «77.54 ~—77.43 
320 COMBINED AVERAGE... 127.6 115.5 123.4. ‘123.0 100 LOW PRICED STOCKS 146.36 130.57 143.24 142.55 
4 Agricultural Implements _... 200.0 175.6 184.3 179.3 6 Investment Trusts _. 60.3 53.9 59.9 60.3A 
10 Aircraft (1927 Cl—100) _... 175.3 145.1 175.3A 174.7 3 Liquor 1927 Cl. —100) - ~ 688.2 630.7 651.8 651.0 
6 Air Lines (1934 Cl_—100) 435.6 366.1 435.6A 435.2 10 Machinery _.. _ 36.9 122.9 131.4 129.9 
6 Amusement ............. 88.9 75.7 87.1 88.9A 3 Mail Order Werte 10636 91.8 106.6A 105.7 
12 Automobile Accessories... 188.9 164.1 176.5 173.1 3 Meat Packing 79.9 72.0 77.9 77.6 
12 Automobiles _... J (AEE 24.2 26.3 25.4 12 Metals, Miscellaneous - 158.1 140.6 147.6 143.1 
3 Baking (1926 Cl.—100). 2 SG 18.4 19.0 19.3 A ee =. $73 33.1 34.8 34.0 
3 Business Machines _....... 237.4 215.9 226.4 227.6 29 Pétroleom: 2. 2A 210.9 231.9 235.9 
2 Bus Lines (1926 Cl. 1100)... 130.1 118.3 128.8 130.1A 21 Public Utilities soa 116.4 102.4 112.5 116.4A 
5 Chemicals... 235.2 220.8 229.1 228.7 6 Radio (1927 Cl—I00) .... 26.7 18.0 18.4 18.2 
3 Coal Mining cs G2 14.7 15.2 15.3 9 Railroad conten Sates SOO 42.1 45.5 45.2 
4 Communication ... a» SRG 35.0 39.4A 39.2 24 Railroads _. MRE as Mees ee © 19.5 21.1 21.5 
13 Construction ..... a 50:5 52.3 55.8 54.2 3 Realty 23.7 22.1 23.3 23.7A 
T \CONIAWAS pret 263.5 284.1A 283.6 3 Shipbuilding 142.2 124.9 142.2A 142.2 
9 Copper & Brass... Stes IO 83.4 85.9 83.4d 3 Soft Drinks ._. fests cmon) 298.2 364.7A 364.1 
2 Dairy Products - zion, OEP 53.3 55.5 55.7A 14 Steel & Iron _.. es (|. 95.3 99.3 97.6 
5 Department Stores . 549 49.8 50.5 51.1 Se RCN ious “Mae 42.0 45.0 45.1 
6 Drugs & Toilet Articles... 151.5 141.6 —«I5I.SA (149.7 2 Sulphur S.C. 233.8 = 263.4A 255.4 
2 Finance Companies _....... 268.5 246.1 265.0 266.5 5 Textiles 132.5 106.0 111.0 106.0b 
7 Bood Brands) . 154.4 146.0 153.9 154.1 3 Tires & Rubber 31 28.9 31.0 30.9 
2 Food Stores: cc GIA 58.5 66.9 67.4A 6 Tobacco 73.5 67.1 73.1 73.0 
3 Furniture 70.7 59.7 64.5 63.7 2 Variety Stores ___ . 324.1 308.3 314.9 316.3 
3 Gold Mining —... «728.8 566.3 728.8A 693.0 17 Unclassified (1948 Cl.—t00) | 105.3 94.0 103.7 104.1 








A—New HIGH since 1948. New LOW since: b—1947; d—!945. 
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Trend of Commodities 





Cotton and grains rallied smartly during the fortnight ended 
April 9, stimulated by announcement of Agriculture Secretary 
Brannan’s Utopian proposal to guarantee farm incomes at the 
highest level in history. Hides, wool and metals, however, were 
weak, Briefly, the politically brilliant idea is to supply consum- 
ers with cheap food and cotton textiles, while underwriting all 
but large farm production at near-record post-war prices — 
provided growers accede to Government-dictated marketing 
quotas. Obvious flaws in the plan are that it would cost no- 
body-knows-how-many billions and destroy incentive to achieve 
greater efficiency in farming. Designed for appeal to all large 
classes of voters, it should please everyone but the higher 
bracket taxpayers. Each farmer will be told how much of his 
production will come under Government guaranty. Anything 


over will be at his own risk. Acreage controls haven't proved 
effective. Take flaxseed, for example. Last year’s price was 
propped ct 3.6 times pre-war. Fine! thought the growers, and 
proceeded to turn out a record crop of 6 times pre-war size. 
This year the Government lowered support prices by a third 
and asked for a 40%, cut in acreage. Growers have responded 
with a cut of only 4%. Even when acreage controls are strictly 
enforced, crops can be increased by greater efficiency. Potato 
growers cut acreage a third after the war, but are still turning 
out near-record crops. So, strict marketing controls seem to be 
the answer. As to food subsidies, England started the experi- 
ment ten years ago, and subsidy payments have grown luxuri- 
ously each year, from 52 million dollars in 1939 to $2,272 mil- 
lion last year. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August, 1939, equals 100 


Date 2 Wk. | Mo. 3 Mo.6 Mo. I Yr. Dec. 6 
Apr.1| Ago Ago Ago Ago Ago 1941 
28 Basic Commodities ___._ 248.7 256.7 268.4 292.8 306.0 321.8 156.9 
tl Imported Commodities... 250.6 251.3 252.6 271.3 277.4 372.6 157.3 
17 Domestic Commodities__ 247.5 260.3 279.1 308.1 326.1 358.3 156.6 


RAW MATERIALS SPOT INDEX 
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14 Raw Materials, 1923-25 Average equals 100 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 


1949 1948 1947 1945 1941 1939 1938 1937 
EL, enemas 161.5 162.2 164.0 95.8 85.7 78.3 65.8 93.8 
Low . . 149.2 149.2 1264 93.6 74.3 61.6 57.5 64.7 
90 


Date 2 Wk. | Mo. 3 Mo.6 Mo. | Yr. Dec. 6 
Apr.|| Ago Ago Ago Ago Ago 1941 
7 Domestic Agriculture__._ 289.2. 291.8 295.3 312.7 327.0 377.9 163.9 
12 Foodstuffs 282.5 280.4 286.7 320.3 358.9 401.5 169.2 
16 Raw Industrials _ 239.9 253.8 263.7 279.1 275.1 271.5 148.2 


COMMODITY FUTURES INDEX 
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Average 1924-26 equals 100 

1949 1948 1947 1945 1941 1939 1938 1937 
139.28 168.63 175.65 106.41 84.60 64.67 54.95 82.44 
123.87 139.83 117.14 93.90 55.45 46.59 45.03 52.03 
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1848—Discovery of Gold in California! The ring- 
ing cry—‘‘ Gold” —heard around the world brought 
miners, merchants, industrialists, farmers and men 
of science to develop and use the vast natural re- 
2 sources of the State. Almost since the Gold Rush 
<a Pacific Gas and Electric Company or its 
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predecessor companies have worked side by side 
with commerce, agriculture and industry to provide 
dependable public utility service so vital to the 
growth and development of the State. The Company 


looks forward to even greater opportunities for 
service to the public in the years ahead. 

































































REVENUES 


Gross operating revenues passed the two hundred 
million dollar mark in 1948, reaching a total of 
$204,242,000. This was an increase of $19,922,000, 
or 10.8%, over the preceding year. Other income, 
largely from interest and dividends, amounted to 
$390,000. Revenues from electric service totaled 
$136,276,000 and accounted for 66.7% of gross 
operating revenues. Sales of gas produced revenues 
of $66,562,000, or 32.6%, and sales of water and 
steam $1,404,000, or .7% of the gross. 
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Sales of electricity reached a new high record of 
9,037,000,000 kilowatt-hours. The gain over the 
previous year was 564,000,000 kilowatt-hours, or 
6.7%. This gain was achieved despite the temporary 
curtailment of sales occasioned by the unprecedented 
midwinter drought in our territory. Sales of gas also 
established a new peak, increasing 15,091,000,000 
cubic feet, or 10.2%, over the previous year’s record 
to a total of 163,082,000,000 cubic feet. 


CUSTOMERS 


At the close of the year the Company was supplying 
service to a total of 2,145,560 customers, the net 
gain of 128,086 surpassing even the 1947 record. 
Electric customers totaled 1,208,579, gas customers 
919,623, and water and steam customers 17,358. In 
the past ten years, the Company has extended service 
to more than 660,000 new customers, a striking evi- 
dence of the extraordinary growth in population 
which has occurred in our field of operations. 


1948 and $2.45 for 1947. 


For the past quarter of a century the trend of 
our rates has been consistently downward. 
Practically alone among all the goods and 
services included in the average household 
budget, our charges for both electricity and 
gas are substantially below prewar levels. 


Now, however, the cumulative effect of 
higher costs has made it necessary to apply 
to the California Public Utilities Commis- 
sion for authority to increase gas rates. This 
was the first application of its kind in 
twenty-eight years. 
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Highlights of the 43rd Annual Report...1948 


EARNINGS 


Earnings for the common stock were $2.51 per share upon an average of 7,372,582 shares outstanding 
during the year. This compares with $2.57 per share upon an average of 6,565,358 shares outstanding 
during 1947. Total common shares in the hands of the public at the. end of 1948 were 7,540,296, 
compared with 6,869,441 at the close of 1947. On these year-end totals, earnings were $2.46 for 


PACIFIC GAS AND ELECTRIC COMPANY 24, MoNtiscé Cane 


A copy of our 1948 Annual Report to Stockbolders will be supplied upon request to €. J. Beckett, Treasurer 





‘Miners’ ditches fore- 
runners P.G.&E. hy- 
dro-electric system. 


CONSTRUCTION PROGRAM 


Substantial progress was made on the Company's 
long-range construction program started in 1945, 
immediately after the release of wartime controls. 
This is not only the largest power building program 
in America today but will involve in the next two or 
three years one of the major natural gas pipe line 
projects in the country. More than $158,000,000 was 
spent on construction work in 1948, of which about 
$117,000,000 was obtained from securities sold dur- 
ing the year. 





7 1862 

San Francisco Gas 
Company, P.G. &E.’s 
earliest predecessor. 


STOCK OWNERSHIP 7 


The year 1948 was particularly gratifying in that it 
afforded us an opportunity to welcome 12,966 new 
stockholders into the Company's family of owners. 
This brings to 154,259 the number of stockholders 
of record. Of these, 94,130 were California residents 
and the remaining 60,129 were located in every 
state of the Union and in some foreign countries. 
The average holding is only 93 shares, with a par 
value of $2325. 





Nation’s first electric 
power central station 
in San Francisco. 


PERSONNEL 


At the year-end there were 16,797 men and women 
employed by the Company, 1062 more than at the 
end of the preceding year. The additional employees 
were required by the expanding volume of business 





and increased construction activity. Wages and sal- S nip; Y ~ 

aries paid all employees totaled $62,297,000 in 1948, 2 001 / - 

$4,882,000 more than in the previous year. Of the Z2 Mx 1901 y 
XX 


total, $36,972,000 was charged against income as 
operating expense and $25,325,000 was charged 
against construction jobs. 
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High voltage electric 
power transmitted 
142 miles. 


On its vast postwar development program 
the Company has already spent in excess of 
$300,000,000. Expenditures during the next 
three years probably will be even larger. To 
enable us to obtain this additional capital 
most economically, it is essential that the 
rates charged for our services continue to 
produce sufficient revenue to cover operat- 
ing costs and yield a fair return on the 
money invested in the business. 





P.G.&E. Co., in pres- 
ent form, incorpo- 
tated October 10. 





P.G.&E. inaugurates 
first customer-owner- 
ship financing in U.S. 


PRESIDENT 





Natural gas intro- 
duced into territory 
served by P.G.&E. 
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Drug Companies in the 
Investment Laboratory 





(Continued from page 77) 
former $1.52, largely through 
operating economies and reduced 
promotional expenses. Lower cost 
of materials this year may partly 
offset a possible further dip in 
volume, but the earnings outlook 
is rather clouded. Because of a 
strong working capital position, 
Lambert paid $1.8714 per share 
in dividends in 1947 compared 
with earnings of only $1.52, and 
regular quarterly dividends of 
371% cents have been paid since, 
although the coverage last year 
was pretty thin. Current yield of 
7.9% on the shares reflects some 
doubt as to permanence of the 
present dividend. 


Excellent Growth Record 


Merck & Co., Inc. is a manufac- 
turer of fine and _ medicinal 
chemicals of long standing, with 
an excellent growth record. Large 
output of penicillin and strepto- 
mycin helped to create a peak 
volume of $72.9 million in 1948, 
of which $15.1 million repre- 
sented exports. An intensive re- 
search program in late years 
created new products that ac- 
counted for 60% of total sales in 
1948. At the same time engineer- 
ing research and large outlays 
for new equfpment have lowered 
manufacturing costs and _per- 
mitted price reductions on vita- 
mins, antibiotics and other items. 
One accomplishment last year 
that promises good results was 
the isolation of crystalline vita- 
min B,. from liver, now being 
offered under the trade mark 
Corbione. Improvements to facili- 
ties in 1948 involved outlays of 
$9.3 million and $7.8 million ad- 
ditional may be spent in the cur- 
rent year. Gradual completion of 
these improvements should widen 
profit margins, aided by a decline 
in the price of raw materials. Net 
earnings of $8.5 million in 1948, 
or $7.86 per share encouraged the 
directors to lift the quarterly 
dividend rate to 75 cents per 
share in the final quarter, and 
also to declare an extra of 60 
cents. The advanced rate should 
easily hold and an addditional ex- 
tra can be expected later on. 
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An uninterrupted dividend rec- 
ord since 1902 attests to long 
maintained successful operations 
by Sterling Drug, Inc. Volume of 
$134.3 million in 1948 established 
a new peak for the sixteenth con- 
secutive year. About half the ac- 
tivities of Sterling Drug center 
on production of ethicals, the bal- 
ance representing a long list of 
well known proprietaries such as 
Bayer Aspirin, Phillips Milk of 
Magnesia, Dr. Lyon’s Tooth 
Paste, Fletcher’s Castoria, etc. 
The company’s subsidiaries oper- 
ate in 13 Latin-American coun- 
tries and throughout the British 
Commonwealth. About 38% of 
last year’s sales were outside of 
the United States. A strongly en- 
trenched trade position tends to 
stabilize the business in all divi- 
sions. The outlook for the current 
year depends somewhat on con- 
sumer willingness or ability to 
purchase proprietaries and _ to 
what extent the price of certain 
ethical drugs tends to seek a 
lower level. But new operating 
advantages should adequately off- 
set any minor volume decline if 
this develops. In other words, 
chances are good that 1949 earn- 
ings will be comparable to the 
$3.25 per share reported last 
year. Hence confidence in the 
stability of the 50 cents quarterly 
dividend is warranted. 


Traditional Stability of Industry 


The stability characteristic of 
the drug industry, along with 
clearly marked potentials for 
secular growth, are elements that 
tend to hold stock yields rather 
low compared with other indus- 
try groups. For the same reason, 
price-earnings ratios usually are 
rather wide. But under current 
conditions in the general market, 
when shares in the MWS drug 
index are selling about 18% be- 
low their 1948-49 highs, some 
rather attractive yields are ob- 
tainable for eminently sound 
equities. This in turn enhances 
potentials for eventual apprecia- 
tion during more constructive 
market periods. Among others 
listed on the appended table, 
shares of Abbott Laboratories, 
Sterling Drug, Bristol Myers, 
Merck, American Home Products 
and Parke Davis have consider- 
able investment appeal with 
yields mostly 5% or better. 
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The ‘‘Facts of Life’’ About 
Stocks Selling Under 
Net Quick Assets 





(Continued from page 81) 


evidently carries far more weight 
than mere comparison with book 
values, although it may prove to 
have been liberally discounted. 


Record sales of $1.2 billion in 
1948 helped to lift net earnings 
of Montgomery Ward & Co. to 
an all-time high of $10.28 per 
share. Fortified by $413 million 
working capital and a current 
ratio of almost 5 to 1, the com- 
pany started the current year in 
an impregnable financial position, 
further strengthened by inven- 
tory reserves equal to 10% of the 
year-end values. Yet we find these 
shares at 55 quoted several points 
below net quick asset value. At 
this level a conservative dividend 
of $3 per share paid in 1948 af- 
fords a yield of 5.5%. A reported 
drop in sales thus far in 1949 
may be adversely affecting in- 
vestor appraisals, but a more im- 
portant factor undoubtedly has 
been the long continued contro- 
versy over the top management, 
likely to come to a head soon. 
For some time past, Montgomery 
Ward shares have held to a low 
price relative to net quick assets, 
a situation commonly attributed 
to this wrangle. It is doubtful 
whether an even stronger current 
asset status would have altered 
the relationship. 


Another concern with excep- 
tionally satisfactory fundament- 
als is Endicott Johnson Corpora- 
tion, second largest shoe manu- 
facturer with an unbroken divi- 
dend record of 30 years. The 1948 
balance sheet reveals net quick 
assets per shade of $43.92 and 
book value of $65. That the 
shares are selling around 33 ad- 
mittedly is a striking fact. What 
counts most with investors, 
though, is that while the present 
price establishes a yield of 6.4% 
and the company carries inven- 
tory reserves of $18.3 million 
against possible future losses, the 
present dividend rate is fairly 
liberal in relation to last year’s 
record earnings. In other words, 
despite most encouraging provi- 
sions to meet potentially leaner 
times, uncertainty over the profit- 
able employment of ample liquid 
capital tends to curb the zeal of 
investors. 
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ful 
ant Net sales (shipments) billed to customers....... $1,632,701,000 — $1,330,776,000 22.7 


Earnings (net profit) on each dollar of sales... .. 7.6 cents 7.2 cents 5.6 





Dividends paid on each share of common stock. . $1.70 $1.60 6.2 
=. Average number of stockholders.............. 249,311 249,351 
ra- Average number of employees............... 196,798 185,696 6.0 
24 Total earnings of employees................. $62,665,000 $59,756,000 18.4 
48 Provision for all taxes for the year............ $173,736,000 $129,446,000 34.2 
aon Cost of plant and equipment additions... . ..  $103,874,000 $101,963,000 1.9 
the 
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Shares of more than one large 
distilling concern are quoted 
somewhat below their net quick 
asset value. Leading units in this 
industry are now rounding the 
last year in a decade marked 
with earnings far above former 
showings. But scarcity of proper- 
ly aged whiskey has been mainly 
accountable for their ability in 
postwar to hold prices at a high 
level, despite the handicap of top- 
heavy excise taxes. By midyear 
some 50 million gallons of whis- 
key placed in bond four years ago 
will mature, indicating the ap- 
proach of severely increased com- 
petition and probably reduced 
prices. Already the retail price of 
some brands has been lowered in 
areas where retail sales are 
monopolized by state authorities. 
Uncertainties of this kind have 
stripped much of the glamour 
that attached to distiller shares a 
year or so ago when earnings 
were at their peak, although the 
trend may have been overdone in 
some instances. In other words, 
share prices have significantly 
discounted the probable near term 
return of distillers’ earnings to a 
more normal level, as reflected by 
generous yields and low price- 
earnings ratios. 

That the element of net quick 
asset values has been a subordi- 
nate factor is shown by shares of 
Schenley Industries, for example, 
recently quoted at 27 compared 
with net quick assets of $31.17 
and a book value of $48.30. A 
quotation of 14 for Distillers 
Corporation - Seagrams compares 
with net quick assets of $15.84 
per share and a total book value 
of $20.93. An additional sample in 
the same category is Hiram 
Walker - Gooderham & Wort, 
whose equities at 22 are slightly 
below net quick assets and well 
under a book value of $35.03. All 
these cases illustrate how general 
industry factors influence price 
behavior of the group. 

It is perhaps somewhat more 
understandable to find share 
prices of some machinery manu- 
facturers selling below net quick 
assets. Apart from exposure to 
broad swings in cyclical demand 
and consequent fluctuations in 
earnings, all concerns in this 
group carry inventories that can 
less deservedly be termed “quick” 
than those of non-durable manu- 
facturers. At times when special- 
ized machinery becomes a glut 
upon the market, mere price cuts 
alone often fail to move these 
goods at a satisfactory pace. 
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Hence in studying the quick as- 
set position of such firms, due 
allowance should be made for 
relative lack of liquidity in the 


portion represented by inven- 
tories. 

Cincinnati Milling Machine 
Company, the largest general 


manufacturer of machine tools, 
is a less striking example of what 
we have just pointed out, for 
there are always exceptions to 
the rule. As of December 31, 
1948, net inventories of $10.2 
million represented less than a 
third of current assets, with 
$21.4 million cash and marketable 
securities accounting for almost 
60%. Yet despite this exception- 
ally liquid position and a current 
ratio of better than 6 to 1, the 
company’s shares are selling at 
24 in contrast to net quick asset 
value of $30.38. The disparity 
seems still more marked if one 
considers at the beginning of the 
current year, backlog orders of 
around $15 million were one and 
a half times total inventory 
values, and that the company’s 
earnings and dividend record has 
been above average. 

From the few situations we 
have discussed, it will be recog- 
nized that this attitude of in- 
vestors pretty well colors every 
case, and would apply not only to 
most of the concerns on our list 
but to an additional 150 we could 
cite in the same category. As it 
happens, most of the firrhs on our 
table are in various industries 
where production has now fully 
met demand and in many in- 
stances inventory problems are 
looming in view of downtrending 
sales. At such a time investor at- 
titudes are put to a severe test, 
as evidenced by the present state 
of the general market. 

On the whole the disparity be- 
tween many share prices and 
book values appears to be little 
more than circumstantial, carry- 
ing little real import. Broadly 
speaking, though, so many equi- 
ties are now selling below net 
quick assets as to indicate that 
investors have not fully realized 
the tremendously strengthened 
working capital position of in- 
dustry since the beginning of the 
war. This newly acquired finan- 
cial strength can hardly fail to 
provide a stabilizing influence on 
dividends in a recessionary 
period. Discovery that share 
prices are below net quick assets 
may therefore be constructive in 
stimulating a closer study of bal- 
ance sheets, if little else. 
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The Chemical Industry 
Under Readjustment 





(Continued from page 73) 


especially evident in other impor- 
tant chemicals, although no seri- 
ous shortages are apparent. Fer- 
tilizers are abundant again and 
the price structure is reported 
soft, but demand has been well 
maintained and competition has 
not become so keen as to unsettle 
the market. Naval stores have 
weakened in reflecting curtailed 
demand, pointing to narrower 
margins, but this segment is not 
particularly important in_ the 
overall picture. Carbon _ black 
prices have shown indications of 
vulnerability to any further 
slackening in consumption. 


Satisfactory Earnings Anticipated 


As may be seen from accom- 
panying statistics, earnings of 
most integrated chemical com- 
panies held up well last year and 
1949 results may be expected to 
make a respectable showing. De- 
clines were reported by a few 
companies, such as Atlas Powder 
and Hercules Powder, whose 
operations were represented part- 
ly by naval stores; Newport In- 
dustries was similarly affected. 
Price weakness in ethyl alcohol 
was a principal disturbing factor 
in reducing profits of Commercial 
Solvents and U. S. Industrial 
Chemicals. The outlook for earn- 
ings of companies specializing in 








products that again have been | 


subject to severe price cutting is 
more obscure. 


As far as the market appraisal 
of chemical shares is concerned, 
it must be admitted that investors 
have exercised caution in this 
group as in most other sections 
of the list and have placed a rela- 


tively modest evaluation on long | 


term growth potentials. 
earnings ratios have been notably 
low as compared with many peri- 
ods of the past. Greater selec- 
tivity now appears warranted 
than at this time a year ago. 


Nevertheless, selected chemical 
stocks merit consideration of the 
long term investor not only as a 
means of participating in a 
young and vigorous industry, but 


Price- | 


for their defensive characteristics | 
as well. The latter factor appears | 


to deserve greater attention than 
in 1948, for deflationary forces 
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American 


Incident 
-fone in 


A more detailed account of the “American Incident”’ is given in the 
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Tr WORLD TODAY is at grips over the 
age-old question whether rulers can 
plan the economic life of the people as 
well as the people themselves. 
Dictators — Mussolini, Hitler, Stalin, 
et al. — substitute their edicts for eco- 


nomic law. Every “omnipotent state” 
must do that. Every effort has followed 
the same pattern since Hammurabi fixed 
prices 4000 years ago. First, more and 
more compulsion with greater and greater 
penalties. Then follows popular revolt, 
expressing itself in an acceptance of black 
markets, the last resort of people who 
have more respect for natural law in the 
market-place than in man-made law. 

In America, we have gone on the prin- 
ciple that economic laws are discovered — 
not made. 

Seldom has a nation had the oppor- 
tunity to see demonstrated on such a large 
scale and in such a short period of time 
the workings of a free economy, — an 
incident falling naturally into the old 
American way of getting things done. 


A yEaR AGO, there was fear of an acute 
shortage of oil and gasoline. Government 
agencies estimated the United States was 
15 per cent short of crude oil to meet 
1948 needs, and saw little hope of wiping 
out this deficit. There was even agitation 
in Congress to give the Executive the 
power to ration and fix prices. Only a 
miracle, it was said, could prevent wide- 
spread suffering. 

What happened? Plenty of oil and gas. 
In fact, by the end of the year, 100,000,000 
barrels of petroleum had been added to 
the stock piles of the nation, and proved 
reserves of crude oil and natural gas 
liquids were increased by two billion 
barrels, and natural gas by 8 trillion cubic 
feet! 


It WAS NOT A MIRACLE. On the contrary, 
it was the natural American way of guid- 
ing production and consumption by the 
free operation of the price mechanism. 
The anticipated shortage caused com- 
petition to bid up prices of crude oil. This 
created greater incentive to discover and 
produce crude, but incentive, however 


Company’s Annual Report to stockholders, a copy of which will 


be sent upon request. Address, 70 Pine Street, New York 5, N. Y 
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great, is not enough. There must be the 
cash or credit to furnish the wages and 
tools for the expanded activity. 

Without the profit incentive and the 
profits of earlier years it would have been 
impossible for the oil industry to convert 
an economy of scarcity in 1948 to one of 
plenty today in 1949. Furthermore, just 
as rising prices automatically stimulated 
production so today excess production 
swings the price pendulum downward. 

Economic law, unhampered, thus works 
day and night to bring back the balanced 
economy toward which it is always striv- 
ing. It has never been done by Executive 
Order. 

You can’t “putsch” oil around — nor 
men of spirit! 


Cites SERVICE Played its part in this 
transition from scarcity to plenty. As a 
result, you, the public, were able to buy — 
and you did buy — more Cities Service 
products and services than in the previous 
year, in fact, a total of $593,000,000 
worth. 

In order to do this Cities Service 

increased its production of crude oil 

by 10%. 

It refined 72,000,000 barrels, an in- 

crease over 1947 of 10%. 

It furnished customers 372 billion 

cubic feet of natural gas, an increase 

of 17%. 

Its sales of electric energy were just 

short of 3 billion kilowatt hours, an 

increase of 12%. 


IN sPITE OF these increased activities, 
Cities Service carried forward its program 
of development and expansion, investing 
$112,000,000 in 1948. Stimulated by the 
free air of American endeavor, unham- 
pered by totalitarian “planning”, it is 
getting ready for further demands of the 
public for oil, gas, and electric power. It 
also added to its financial resources in 
order to meet those demands. 

This Company believes that the United 
States of America under the free enter- 
prise system is still a going concern, and 
proposes by precept and example to do its 
part in keeping it so. 


Cities @ Service 


ALTON JONES, President 
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are evident on many sides. 
Growth and_ research should 
counteract declining tendencies 
more effectively in the chemical 
group than in most other indus- 
tries. The near-term prospect is 
that over-all demand is likely to 
hold up relatively well, aided by 
the growing use of comparatively 
new lines; despite the transition 
from a sellers’ to a buyers’ mar- 
ket, this should help stabilize 
earnings. Up to last year, heavy 
demand and relative shortages 
placed stress on production; pros- 
pects this year indicate greater 
scope for exploitation of new 
products, opening up new mar- 
kets and broadened earnings po- 
tentials over the longer range. 





Answers to Inquiries 





(Continued from page 85) 
tion equipment. 

Net profits of the company in 
the year ended December 31, 1948, 
were $5,441,340 after provision 
for Federal income taxes, com- 
pared with $3,989,991 in the pre- 
ceding year. After preferred divi- 
dend requirements, the 1948 earn- 
ings were equal to $10.24 a share 
on 522,587 shares of common stock 
outstanding, compared with $8.21 
a share on 475,232 share out- 
standing a year before. A 10% 
stock dividend was paid Decem- 
ber 15, 1948 and cash dividends 
totalled $2.00 per share. 50c in 
dividends were paid in the first 
quarter of the current year. 

Sales in 1948 totalled $74,496,- 
a compared with $61,172,023 in 

947. 

At the end of 1948, current 
assets totalled $24,909,194, of 
which $6,366,252 was represented 
by cash, and current liabilities 
were $7,802,181; working capital 
was $17,107,013. 





How a High Standard 
of Living Makes Our 
Economy Vulnerable 





(Continued from page 63) 


of all is sufficient current income 
in the hands of people willing and 
able to spend it for the products 
of industry and agriculture. Since 
the spending potential of the high 
income groups, because of their 
smaller number, is regarded rela- 
tively weak, it is the medium and 
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lower income groups which must 
be kept purchasing if production 
and employment is to be sus- 
tained. In other words, unless our 
national income is currently 
spent, either by consumptive 
spending or by investment in new 
plants and equipment, some eco- 
nomic decline is inevitable. Sav- 
ing per se is not a threat, for in 
a modern economy, saving is 
merely another form of spending— 
done through productive invest- 
ments of the institutions which 
collect the people’s savings. Only 
if such investment activity lags, 
as it now threatens to do, will a 
menace to business prosperity 
develop. 


At present we face a situation 
where supply in line after line 
has overtaken demand which 
henceforth must be expected to 
be limited to a current basis. But 
we can widen that basis by pro- 
moting a desire for goods which 
peeple do not actually or basically 
need. Thus it is hardly a time for 
a wait-and-see attitude on the 
part of business; rather it is time 
to go after markets to stop them 
from further evaporation. Since 
the buy-at-any-price attitude is a 
thing of the past, consumers must 
again be prodded to part with 
their ingome dollars and this is 
not as easy as it used to be. One 
reason is that the cost of living 
squeeze continues for many peo- 
ple. and another is the shrinking 
market potential under the con- 
ditions described. To the extent 
that the incomes of the mass con- 
sumers are repressed, consumer 
spending will be inadequate to 
maintain current business volume. 


Balance Difficult to Achieve 


In a competitive capitalistic 
system, the maintenance of a de- 
sirable balance between consump- 
tion and production is highly es- 
sential but the intricate price 
relationship and the existing dis- 
equilibrium renders adjustment 
difficult. Miscalculations on the 
part of producers such as crea- 
tion of overcapacity based on 
overestimation of demand, 
changes in consumer preferences, 
variations in the rate of savings 
and investment, unwise credit 
and money policies can upset the 
balance and _ produce _ business 
crises. 


Today all these factors are op- 
erative in varying degree. There 
is overcapacity in certain lines; 
there has been an increase in the 


rate of saving and there is the F 
threat of a declining rate of in- | 
vestment, largely due to political 


and tax uncertainties. Credit 
policy has only recently been re- 
laxed to stimulate consumer buy- 
ing but it is questionable whether 
it has been sufficiently liberalized, 


or whether it can have optimum | 


results at this stage. 
Postwar Influences 


Then there is the matter of 
changes in consumer preferences. 
Many people have not only spent 
current income and savings, but 
piled up considerable debt, for the 
purpose of expensive postwar 
homes, cars, appliances and what 
not, and this spending spree is 
now strongly tapering off. Future 
spending is likely to center much 
more on essentials and on repay- 
ment of debt. The man saddled 
with a large mortgage or high 
rental commitment is not likely 
to be a prolific spender in other 
directions, at least for some time 
to come. His expenditure for 
shelter will be at the expense of 
other forms of spending. To some 
extent this will reverse a long 
standing prewar trend when the 
consumer was willing to accept 
less housing for a higher stand- 
ard in form of other goods such 
as automobiles, appliances, etc. 


To the extent that a consumer 
in the postwar has indulged in all 
these types of spendmg— and 
many have—, he is not only lost 
to the market for these lines but 
he may even have to restrict his 
outlays for essentials. Still it will 
mean no real sacrifice of living 
standards since he already owns 
everything commonly regarded 
as a hallmark of good living. But 
not until. replacement needs de- 
velop will he again become an 
active consumer, and to that ex- 
tent the current market will suf- 
fer unless new consumers take 
his place. 


These can be provided by our 
growing population and by in- 
tensive cultivation of foreign out- 
lets. The former is a long range 
process and may not result in 
early balancing of demand and 
supply. Export markets have 
long been relied upon to absorb 
our surplus production but the 
export outlook for consumer 
goods at present is less promis- 
ing. The worldwide dollar short- 
age tends to limit exports largely 
to essential goods and ECA 
financed shipments where there 
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Metropolitan Reports to Policyholders on 1948 Business 


HERE IS THE Financial Statement of the 
Metropolitan Life Insurance Company for 
last year. It is more than just figures, be- 
cause back of them is the story of what 
32,700,000 policyholders have done for their 
families and themselves. 


The role of Metropolitan, like that of any 
Life insurance company, has been to help 
policyholders to make effective their indi- 
vidual plans for protection against the un- 
certainties of life. This Statement is a brief 
account of its stewardship. 

The amount paid to policyholders and 
beneficiaries in 1948 was $721,366,364. Of 
this sum, $263,780,754 went to the bene- 
ficiaries of 235,000 policyholders; $147,- 
045,672 to some 450,000 individuals for 
Matured Endowments and Annuities; and 
$59,403,238 for 650,000 claims for Disability 
and Accident & Health benefits. In addition, 
the total paid included sums for cash sur- 
render values, dividends, and other pay- 
ments due under outstanding policies. 

The total payments by Metropolitan to 
policyholders and beneficiaries during the 


last 16 years aggregated $9,346,330,825—a 
sum which has served as a stabilizing influ- 
ence in homes and communities throughout 
the country. This total exceeds the Com- 
pany’s assets of $9,125,145,007 as of De- 
cember 31, 1948. 


These assets are held to meet obligations 
of $8,591,210,201, of which more than 90% 
represents statutory reserves for future pay- 
ments to policyholders and_ beneficiaries. 
Over and above these obligations, there 
remained a surplus of $533,934,806, which 
is about 6% of obligations—a_ backlog 
which must be available against the pos- 
sibility of epidemics, adverse economic con- 
ditions or other unforeseeable situations. 

The Campany’s assets guarantee the ful- 
fillment of the $39,958,517,854 of Metro- 
politan life insurance in force. In addition, 
they assure the payment of the 448,394 
annuity and supplementary contracts out- 
standing, and the 6,546,412 policies or cer- 
uficates providing benefits in event of either 
accident, sickness, hospitalization, surgical 
or medical expense. 


A few other highlights of the Company’s 
1948 annual statement are: the net rate of 
interest earned on total assets reversed the 
trend of many years and increased from 
2.94% in 1947 to 3.03%; in line with the 
experience of business generally, there were 
some increases in expenses; the rate of mor- 
tality was slightly lower than in 1947; the 
lapse rate was one of the best on record; and 
new life insurance issued during the year 
was $2,904,157,071. The amount held for 
dividends payable to Metropolitan policy- 
holders in 1949 totals $152,067,254. 


Metropolitan investments continued in 
1948 to serve various sections of the nation 
and its economy. The Company is interested 
in making loans, irrespective of size, to 
either individuals or corporations, which 
meet the legal requirements with which it 
must comply. 


A more complete review of the Com- 
pany’s affairs will be found in its Annual 
Report to Policyholders, which will be sent 
to anyone on request. 





STATEMENT OF OBLIGATIONS AND ASSETS...DECEMBER 31, 1948 


(In accordance with the Annual Statement filed with the Insurance Department of the State of New York) 


OBLIGATIONS TO POLICYHOLDERS, BENEFICIARIES, AND OTHERS 


Statutory Policy Reserves . 


. $7,800,699,727.00 


ASSETS WHICH ASSURE FULFILLMENT OF OBLIGATIONS 
National Government Securities. 


$3,389,262,335.35 





This amount, determined in accordance with legal require- 
ments, together with future premiums and reserve interest, 
is necessary to assure payment of all future policy benefits. 

Policy Proceeds and Dividends Left with Company. 

Policy proceeds from death claims, matured endowments, 
and other payments, and dividends—left with Company by 
beneficiaries and policyholders to be returned in future years. 

Reserved for Dividends to Policyholders ; ; 

Set aside for payment in 1949 to those policyholders eligible 
to receive them. 

Policy Claims Currently Outstanding . 

Claims in process of settlement, and estimated claims that 
have occurred but have not yet been reported. 

Other Policy Obligations a ee oar Tee 

Premiums received in advance, reserves for mortality and 
morbidity fluctuations, reserve for continuing the program 
of equalization dividends on weekly premium policies, etc. 

Taxes Accrued . 

Including estimated amount ‘of taxes pe Ly able i in 1949 on the 
business of 1948. 

Contingency Reserve for Mortgage Loans. 

All Other Obligations 
TOTAL OBLIGATIONS 


SURPLUS FUNDS 


$ 80,013,000.00 
. 453,921,805.89 


Special Surplus Funds . 
Unassigned Funds (Surplus) . 


TOTAL SURPLUS FUNDS 
TOTAL OBLIGATIONS AND SURPLUS FUNDS 





485,882,414.00 


152,067,254.00 


35,428,842.47 


55,327,132.80 


18,835,395.00 


21,000,000.00 
21,969,435.99 


$8,591,210,201.26 


$9,125,145,007. 15 


$3 f 33 829. 569 00 
255,432,766.35 


U. S. Government 
Canadian Government . 


Other Bonds a eee ber 

Provincial and Municipal —<—s 2 = 

Railroad .. 

Public Utility. ‘ 

Industrial and Miscellaneous 

Bonds of the Company’s Housing Devel- 
opment Corporations. 


Stocks .. 
All but $4,095 “050. 58 are » Preferred or Guaranteed. 


69,755,510.23 
501,930,398.52 
. 1,152,792,757.79 
. 1,722,176,660,28 


115,552,843.75 


Mortgage Loans on Real Estate . 
Mortgage Loans on City Properties 
Mortgage Loans on Farms 

Loans on Policies . 

Made to policyholders on the security ‘of their policies. 


$1,045,046,270.06 
93,889,538.34 


Real Estate (after decrease by ad ,ustment of $25,000,000 
in the aggregate) . 

Housing projects and other reé al estate 
acquired for investment. . . . $ 

Properties for Company use 

Acquired in satisfaction of mortgage in- 
debtedness (of which $11,709,287.72 i 
under contract of sale) ; 


153,465,256.62 
34,716,517.77 


46,235,804.19 
Cash and Bank Deposits tee a 
Premiums, Deferred and in Course of Collection 
Accrued Interest, Rents, etc. . 

TOTAL ASSETS TO MEET OBLIGATIONS 


3,562,208,170.57 


112,252,333.58 


1,138,935,808.40 


364,630, 189.90 


209,417,578.58 


151,886,801.05 
131,311,715.47 
65,240,074.25 


. $9,125,145,007.15 


NOTE —Assets amounting to $438,451,141.96 are deposited with various public officials under requirements of law or regulatory 


author.ty. 


In the Annual Statement filed with the Massachusetts Department of Banking and Insurance, 


Statutory 


Reserves are $7,800,819,811.00, and All Other Obligations are $21,849,351.99. 
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is little room for consumer dur- 
ables of the types which are 
rapidly approaching the surplus 
stage. Potential foreign demand 
for them at present may be huge 
but cannot be tapped in really ef- 
fective manner now while later, 
foreign competition will have to 
be reckoned with. The picture 
would be incomplete, however, 
without consideration of un- 
tapped demand at home which 
doubtless is substantial. Some of 
it will be relased by forthcoming 
price stabilization; but a goodly 
part perhaps not until disappear- 
ance of present economic uncer- 
tainties which have prevented it 
from being activated. 

High living standards, in short, 
are not an unmixed blessing. 
They have made us the envy of 
the world and we certainly would 
hate to part with them. But they 
also endow our economy with an 
element of instability due to un- 
predictable volatility of demand 
which ever so often causes pain- 
ful contraction of markets and 
business. While we may find 
means of minimizing such cycles, 
it is questionable whether we 
shall be able to eliminate them 
altogether. 





For Profit and Income 





(Continued from page 83) 


over, the growth of television is 
a factor to be reckoned with, 
capable of reducing circulation 
of general magazines and cutting 
into popular book sales. You just 
cannot look at video a goodly 
part of most evenings out of the 
week and still find time to read 
as much as you formerly did. So 
you cut down on _ recreational 
reading. The market performance 
of the publishing-printing stock 
group is likely to remain sub- 
average for the foreseeable 
future. 





What First Quarter Reports 
Indicate 





(Continued from page 61) 


lowing periods. Woodward Iron 
Company, a leading producer of 
pig iron, reports March quarter 
earnings of $2.38 per share, com- 
pared with $1.50 a year earlier 
and representing a steady up- 
trend in each succeeding period. 
Generally, share holders in the 


98 


leading steel concerns are justi- 
fied in anticipating fairly high 
earnings during 1949, although 
much will hinge on what develops 
in the second half year. 


Drug Industry 


That 1949 has started encour- 
agingly for the drug industry is 
shown by quarterly reports of 
several prominent firms. Record 
sales of $10 million are reported 
by Sharpe & Dohme, with esti- 
mated net of $1.89 compared with 
$1.09 in the previous March 
quarter. Plough, Inc. shows earn- 
ings of 30 cents per share in con- 
trast to 23 cents in the December 
quarter and 22 cents in the first 
three months of 1948. Because of 
heavy exports and the introduc- 
tion of 40 new products of late, 
the volume of Parke Davis ad- 
vanced some 10% in the first 
quarter, lifting earnings to an 
estimated 53 cents per share. 
Drug manufacturers, as pointed 
out elsewhere in this issue, are 
benefitting from high level de- 
mand, a low wage ratio and re- 
duced cost of materials. An en- 
couraging earnings trend has 
been experienced by Mathieson 
Chemical Corporation, in report- 
ing a first quarter net of $1.48 
per share compared with 92 cents 
a year earlier, though somewhat 
less than in the December period. 
This concern is a leading pro- 
ducer of alkalis in various form, 
supplying a long list of industrial 
customers. 


For the fifth consecutive quar- 
ter, Alpha Portland Cement Com- 
pany reported an advance in 
earnings on a 12 months’ basis. 
In the March period, $5.04 per 
share for a full year past com- 
pared with $3.18 for 12 months 
ended March 31, 1948. This com- 
pany is in one of the few remain- 
ing industries likely to enjoy ex- 
ceptionally well sustained de- 
mand for an_ indefinite term 
ahead. Net earnings of $2.23 per 
share in the first quarter were 
the best of any since the end of 
1947 for New York Air Brake. 
Improved facilities and a sizable 
order backlog apparently widened 
operating margins, leading to 
stepped-up deliveries. Gleaner 
Harvester, too, showed earnings 
advanced to $1.90 per share in 
contrast to $1.70 a year earlier 
and $1.37 in the December quar- 
ter. As buying in the agricultural 
implement field has resumed a 


seasonal pattern, this improve- | 


ment has an especially encourag- 
ing aspect. 

All concerns in the motion pic- 
ture industry have been strug- 
gling for more than a _ year 
against a discouraging combina- 
tion of operating handicaps. 
Among others, Loews, Inc. ex- 
perienced reduced earnings last 
year, even incurring a_ slight 
deficit in the September quarter. 
To judge from results in the first 
three months of 1949, the efforts 
of Loews to cut costs are bearing 
fruit, for net earnings of 60 
cents per share were reported, a 
better showing than in any quar- 
ter since 1947. 


Although some time will be re- 
quired before many concerns can 
determine first quarter earnings, 
reported sales furnish a _ pretty 
fair clue to how they have fared. 
White Sewing Machine Company, 
for instance, reports volume con- 
tinuing at a record rate and ex- 
pects first quarter earnings to be 
highly satisfactory. This concern 
earned $12.24 per share for full 
1948 compared with $3.41 in 
1947. Both American Tobacco 
Company and Reynolds Tobacco 
announces higher unit and dollar 
sales in the first quarter and hint 
that earnings have advanced 
moderately. During January and 
February, volume of Pittsburgh 
Plate Glass Company tended to 
gain and profits were stable, but 
in recent weeks demand for win- 
dow glass has dropped about 
50% and the management is not 
overly optimistic about prices 
during the rest of the year. S. S. 
White Dental Supply Company 
reports a successful first quarter 
with sales up $490,000 and with 
prospects that earnings will re- 
flect the improvement. Phelps 
Dodge Corporation held copper 
prices in the first quarter to the 
peak of 2314 cents per pound, 
thus probably creating stable 
earnings. But the management is 
cautious in looking ahead, fore- 
seeing a price decline that may 
affect profit margins to some 
degree. 


Mixed Overall Picture 


On balance, first quarter re- 
ports show decidely mixed re- 
sults, clearly reflecting changes 
in supply and demand factors, 
with varying ability of manage- 
ments to cope with volume and 
price declines. Fortunately, the 
shift from boom conditions to a 


THE MAGAZINE OF WALL STREET 














rove- | 







































































e . 
rag- Highlights from 1948 Annual Report 
ae. BENEFICIAL INDUSTRIAL LOAN CORPORATION 
trug- | 
year AND SUBSIDIARIES 
bina- 
caps. ; : , ; 
ex. | During the year 1948 the business of operate a system of 475 small loan offices which, with few 
last the Company reached anew high mark __ exceptions, use the name PERSONAL FINANCE CoMPANY. 
rycen R in volume of business transacted, num- = There are 455 offices located in 342 cities in 34 states and 
1g FINANCE CO. ber of customers served, outstanding _20 offices in 12 cities in Canada. 
irter. ee loans at the year-end and _ profits 
. first earned. This was accomplished with- : ‘ : 
: s he A Famil 
forts A Financial Serviceto OU advances in small loan rates—the erving the American Family 
aring the American Family — borrower paid no more. Customers are drawn from families in average middle- 
, | ? f ] i s, who « ady fe vi i 
f 60 Net earnings were $8,012,503, equal after Preferred Stock i ee Pedi 3 bess tisiat — 
ed, a dividends to $3.14 per share of Common Stock, com- yi aie Pht i sents “eiteeanidtaniia ala pore joc 
quar- pared with $6,431,432 and $2.56 for 1947. During 1948 — Xt so y ae 
tts ; fe : quiring cash. The average American Family living on the 
cash dividends totaling $1.65 per share were paid on the Main pn silk Aimasilaies ta Ciee Waalitiaeen elt Geek Canine 
4 a -ets - “4 o Ss ne . 
, Common Stock, compared with $1.50 for the previous z 
ne Fe- _— | year. The Company has thus paid quarterly dividends This ‘Financial Service to the American Family” is both 
S can ae on Common Stock continuously since its organization in direct and intimate and runs into vast numbers:— 
LINgs, | May, 1929, in addition to five extra cash dividends. 1,145,826 accounts during 1948—for a total volume of & 
retty re the arter of a billi ars. it is 2 
‘ared During the year $10,000,000 were added to capital per in - aude ooeeae ae 
3 2 through the sale of Preferred Stock (Series 1948). $5,000,000 pyr ispeuainer near ; * P 
— ? of Canadian funds were borrowed for the Canadian sub- ne pen eee 
, con- sidiary. In February, 1949, $20,000,000 Fifteen Year 314% This service reaches people in practically every occupa- 
d ex- Sinking Fund Debentures were sold, the proceeds of which tion and profession, over a wide geographical area, in 
to be are being used to retire bank loans as they mature. large total volume, yet in small “family size’ amounts— | 
8 ) 8 y ) a 
ncern Beneficial Industrial Loan Corporation’s subsidiaries within their ability to repay. 
r full 
ee CONDENSED CONSOLIDATED BALANCE SHEET, DECEMBER 31, 1948 
oC 
bacco ASSETS LIABILITIES 
dollar CasH AND UniTED StaTES GOVERNMENT Loans PAYABLE $ 24,725,000 
1 hint OBLIGATIONS $ 16,827,218 FEDERAL INCOME TAXES 2,996,693 
AccounTS PAYABLE 2,079,847 : 
anced : 079,847 | 
INSTALMENT NOTES ReE- EMPLOYEES THRIFT ACCOUNTS 4,375,757 : 
y and CEIVABLE $14,503,123 Tora Current LiaBILITIES $ 34,177,297 ' 
ourgh Less Reserve for Losses 7,518,612 126,984,511 | 2%2% Depentures, Due May 1, 1961 20,000,000 
ed to See 234% Promissory Notes, Due Apr. 1, 1967 20,000,000 
o but Accounts RECEIVABLE 416,912 Promissory Notes FOR Five MILLION Ca- 
pe _—_—— NADIAN Dotiars (344%, DUE JuLy 1, 
A TOTAL CURRENT ASSETS «.....0000..:- 44,228,64 1960) : 4,622,000 
about er ee $144,228 641 RESERVE FOR CONTINGENCIES nee 700,000 
is not OrHeER NorTeS RECEIVABLE..............:-00+000-+ 2,643,232 | UNeaRNeD Discount, Etc. 2,255,789 
rices Minority INTEREST IN SUBSIDIARIES 12,521 
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§S.S. PREFERRED STOCK (without par value) : 
npany FURNITURE AN eet 100,000 shares $3.25 Div- 
eacmn pros aoa = See Oe —_ idend Series of 1946. $10,000,000 
v . 100,000 shares $4 Divi- 
| with ; dend Series of 1948... 10,000,000 
ll re UnamortTizeD Dest Discount AND Ex- Common Stock ($10 par 
oh i ws PENSE AND OTHER DEFERRED CHARGES.... 520,859 value): 2,383,100 shares 23,831,000 
e1ps Paiw-1n SURPLUS 1,185,750 
opper OU EIME ASR aio oo ecco ccegisitscesscpoetadecaessates 104,969 EARNED SURPLUS 21,792,196 66,808,946 
to the ROMA Ge eirisesseetventesssesceaeress $148,576,553 ToTaL $148,576,553 
ound, —= ee 
stable 
ent is COMPARATIVE PERFORMANCE CAPITAL STRUCTURE 
"pO. 1948 1947 
fore : SHORT-TERM DEBT 20% $ 29,100,757 
t may Consolidated Net Income .... | $ 8,012,503 | $ 6,431,432 
Common Stock Earnings NG- 9 
some See 99.14 92.56 LONG-TERM DEBT 30% 44,622,000 
Volume of Businesst ............ | $251,649,144 | $220,954,601 
Number of Transactionst..... 1,145,826 mn. | “So 75,040,079 
Instalment Notes Receivable 
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ey re- tLoan Offices only. 
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Sulphuric Acid is the most widely used acid 
in industry, for in most cases it is the source 
of the famous SO, or ‘‘sulphate” radical 
found in somany chemicals in commercial 
use today. 


‘ 
‘ 


Sulphuric Acid was known to the ancients 
but was first produced in commercial quan- 
tities in England by a crude process about 
1740. Brimstone was the source of the sul- 
phur. During the two centuries which 
elapsed since this early commercial venture, 
sulphur or brimstone had been replaced by 
pyrites and other sulphides in the manu- 
facture of acid but in turn has come back 
into favor. Acid plants are no longer crude 
chamber boxes, operating intermittently, 
but are now installations of great magni- 
tude, producing acid by the chamber and 
contact processes for the many industries 
depending upon this acid for their success. 


Although the chief use for sulphur is for 
acid manufacture, many other articles of 
commerce are large consumers, including 
sulphite pulp, insecticides and fungicides, 
carbon bisulphide, dyes, rubber, foodstuffs, 
and explosives to a small extent. 


Exas Gur@SuLpuur (0. 
75 East 45th St. 
Mines: Newgulf and Moss Bluff, Texas 


New York 17, N. Y. Inc. 








I 
long foreseen adjustment period | 
has not been uniform, as evi- | 
denced by the large number of | 
enterprises that are still doing | 
exceptionally well. | 


As long as the national income 
remains at a relatively high level, 
there is little doubt that rela- | 
tively high unit demand will 
strongly support industrial activ- 
ity. Instability of prices, on the 
other hand, will continue to test 
the efficiency of every manage- 
ment until competitive influences 
establish a more dependable level. 





Companies with 
Heavy Order Backlogs 





(Continued from page 79) 


that dividends may be compar- | 
able to those of 1948. 


Babcock & Wilcox Company, a | 
leading manufacturer of boilers, 
established a record for peace- 
time volume in 1948 with sales of 
$149.5 miilion. Yet the inflow of 
new orders during the year was 
so substantial that the company’s 
backlog expanded by $8.8 million 
for a total of $158.8 million, 
equal to more than last year’s 
business. High level operations 
are thus well assured throughout 
1949, almost regardless of the 
rate at which new orders come in. 
This warrants confidence in the 
stability of the $1 quarterly divi- 
dend and increases the chance for 
a year-end extra. A similar situ- 
ation exists with Foster Wheeler 
Corporation, an important maker 
of oil processing plants, pumps, 
condensers, boilers, etc. Unfilled 
orders of $93.4 million at the 
start of 1949 were so much in ex- 
cess of last year’s volume of 
$76.5 million, and prospects for 
new orders so bright that the 
management considers itself for- 
tunate if it catches up with de- 
mand in some lines by 1951. Un- 
der such conditions, with steel 
supply becoming more ample and 
material costs turning downward, 
it is reasonable to anticipate well 
maintained earnings and perhaps 
more liberal dividends for this 
concern. 


Link Belt 


Shareholders in Link Belt Com- 
pany can look forward to a satis- 
factory year in 1949, to judge 
from a backlog of $49.7 million. 
At last year’s rate this is equiva- 
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lent to about five months’ sales, a 
rather high proportion in a busi- 
ness permitting mass production 
and relatively fast turnover. The 
large amount of unfilled orders 
reflects a consistently heavy de- 
mand which last year could not 
be fully met by the company’s in- 
creased facilities. Here we have 
another case of where the man- 
agement views a shrinkage in 
backlog orders as constructive, in 
that it assures better service to 
customers by prompter deliveries. 
While it is possible that net earn- 
ings of Link Belt this year may 
not fully equal the $14.37 per 
share reported in 1948, the siz- 
able backlog should assure sales 
sufficiently high to make the 
$5.50 dividends paid last year ap- 
pear safe. 


Aircraft Industry 


The Government’s defense pro- 
gram has rather spectacularly 
swelled backlog orders of many 
aircraft manufacturers and their 
parts suppliers. A qualification in 
this field, though, is that substan- 
tial orders represent “letters of in- 
tent” rather than firm  place- 
ments, at least in some cases. 
Also, constant changes in design 
in the past forced more than one 
aircraft manufacturer into the 
red despite very large orders on 
hand, for the time consuming 
shifts meant endless delays in de- 
liveries, piling up overhead ex- 
penses. But experience has now 
adjusted many of these handicaps 
and it looks pretty certain that 
the current big backlogs will as- 
sure reasonable profits for an in- 
definite time ahead. United Air- 
craft’s unfilled orders of $335 mil- 
lion, equal to more than 18 
months’ business at the 1948 
rate, should prove highly bene- 
ficial; its Pratt & Whitney en- 
gines and Hamilton Standard 
propellers are in heavy demand 
by the Armed Forces as well as 
by the majority of commercial 
plane manufacturers, aside from 
its fighter planes and helicopters. 
The backlog of $233 million by 
Douglas Aircraft Company com- 
pares with 1948 sales of $118 
million. This concern has con- 
tracts for AD Skyraiders carry- 
ing well into 1950 and its experi- 
ence gained through building 
more than 10,000 DC-3s and C-47 
planes has landed the company 
some very large orders for the 
latest type of transport planes. 
Douglas Aircraft earned $9.72 
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THE CHASE 


NATIONAL BANK | 

Q 

OF THE CITY OF NEW YORK 

; 

STATEMENT OF CONDITION | 

MARCH 31, 1949 ) 

RESOURCES | 

Cash and Due from Banks . ... $1,325,879,659:83 

U. S. Government Obligations. . . 1,334,139,329.36 

State and Municipal Securities. . . 54,311,970.77 

Other Securities . . ..... 124,407,305.44 : 
Loans, Discounts and Bankers’ 

PRCCUUNESS kl ll tt HO 1,524,426,114.75 
Accrued Interest Receivable . . . 9,661,034.26 
a a a 27,896,251.71 ; 
Customers’ Acceptance Liability . . 19,074,536.92 
Stock of Federal Reserve Bank. . . 7,950,000.00 
Banking Houses . . . . . . « 29,95 1,664.46 | 
Other Assets 6s 6 se se Se 3,732,680.89 

$4,461,430,548.39 3 
PUES 4 & fe é~ar ae % $4,067,176,570.40 
Dividend Payable May 2,1949 . , 2,960,000.00 
Reserve for Taxes, Interest, etc. . . 10,978,876.13 
Other Liabilities . . . . 2. 11,092,660.03 3} 
Acceptances 
Outstanding . . $ 21,288,248.69 
Less Amount 
in Portfolio . 1,525,353.16 19,762,895.53 — $ 
Reserve for Contingencies . . . ‘ 19,996,093.53 


Capital Funds: 
Capital Stock. . $111,000,000.00 
Surplus. . . . 154,000,000.00 
Undivided 
Profits . . . 64,463,452.77 
__329,463,452.77 
$4,461,430,548.39 


United States Government and other securities carried at 
$319,168,700.00 are pledged to secure public and trust de- 
posits and for other purposes as required or permitted by law. 


Member Federal Deposit Insurance Corporation 
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per share in 1948 and with ample 
business on its books should con- 
tinue to cover dividends of $5.00 
per share by a_ comfortable 
margin. 

In the aircraft parts industry 
several large concerns are as- 
sured of a prosperous period 
ahead by receipt of large scale 
orders of military origin. Sperry 
Corporation’s unfilled orders 
swelled by $42 million during 
1948 to a total of $162 million, 
despite deliveries of $120.8 mil- 
lion, a peacetime peak. The large 
proportion of the backlog repre- 
senting aircraft and marine in- 
struments assures stable produc- 
tion to offset a possible sales de- 
cline by the agricultural division 
under heavier competition. Ben- 
dix Aviation’s volume of $162.5 
million in 1948 included $60 mil- 
lion automotive products and $68 
million aviation items. At the be- 
ginning of 1949 an order back- 
log of $157 million strongly sup- 
ports prospects for another pros- 
perous year; the larger portion 
represents Government orders 





directly or indirectly. 

United States Pipe & Foundry 
Company, in common with others 
in its special field, for some time 
past has been unable to catch up 
with an abnormally heavy post- 
war demand for its products. 
While no definite backlog figures 
are available, the 1948 annual re- 
port stated that unfilled orders at 
the year-end were the equivalent 
of about ten months’ production. 
On this basis they must have 
been around $37 million appar- 
ently, and compared with a year 
earlier were about 20% smaller. 
The management stated that 
shipments in the first half of 
1949 should increase somewhat, 
though incoming new _ orders 
would tend to decline, and similar 
trends might develop in the sec- 
ond half also. It seems clear that 
volume should be well maintained, 
accordingly, due to the benefit of 
backlog orders, although the lat- 
ter will gradually shrink in size. 
Whether earnings can be held 
close to the record level of $8.14 
per share will perhaps largely de- 


pend upon price policies of 
competitors; the relatively simple 
process of manufacturing pipe 
could render deferred deliveries 
rather vulnerable to possible can- 
cellations. 

The current unfilled orders of 


Newport News Shipbuilding & 


Drydock Company tend to en- 
hance potentials for high level 
activity for a year or more. At 
the beginning of 1948, a backlog 
of $54 million represented almost 
90% of the $61 million of the 
previous year. Though gross in- 
come rose to $81.7 million last 
year, 
around $199 million at the end 
of the period and only recently 
the company was awarded a con- 
tract involving about $65 million 
for construction of a new super- 
liner for the United States Lines. 
Additionally, Newport News Ship- 


unfilled orders soared to | 


building is the low bidder on five | 
large new oil tankers, though no | 


contract has yet been awarded. 


Aside from vessel construction, | 


this concern derives substantial | 


revenues from manufacture of | 
























NO BONDED INDEBTEDNESS 


NORTH CHICAGO, ILLINOIS 


ond Chemical Products since 1888 
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An Unbroken Record of Dividends 
Declared since Abbott Laboratories 
Stock was first listed on the 


New York Stock Exchange. 


- 1944—rights voted 
- 1946—2-for-1 stock split and rights 


DIVIDENDS* 


1948 $3.40 


1947 $3.25 
1946 $2.87 
1945 $2.20 
1944 $2.20* 
1943 $2.00 
1942 $1.90 


Common stock, no par value: 1,869,907 shares outstanding 


NO PREFERRED STOCK 


Abbott Laboratories 


Manufacturers of Fine Pharmaceutical, Biological 


- 1935—33a% stock dividend 
. 1936—3-for-1 stock split 
- 1939—5% stock dividend and rights 


» 1929 $2.42 
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1934 $2.50 
1933 $2.00 
1932 $2.12 
1931 $2.50 
1930 $2.00 


1941 $2.15 
1940 $2.15 
1939 $2.05° 
1938 $|.70 
1937 $2.10 
1936 $2.07’ 

1935 $2.45' 


*On basis of total number 
of shares outstanding at 
the close of each year. 
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giant turbines as well as from 
repair work. 


As inventories are carried 
mainly for definite contract work, 
they are less subject to loss from 
price fluctuations. Partly for this 
reason the company has estab- 
lished an unbroken dividend rec- 
ord since 1931. It seems obvious 
that when work has once started 
on a new ship, cancellation of the 
order becomes very improbabable, 
though until the keel has been 
laid there is possible time for 
contract revisions. We mention 
this because the backlog included 
an order for a huge aircraft car- 
rier from the Navy, and even yet 
there seems to be some contro- 
very over it in Washington. How- 
ever, enough work seems assured 
to keep the company exception- 
ally busy for quite a long time, 
as construction of the other big 
ship may require almost two 
years. As net earnings last year 
on $81.7 million volume equalled 
$6.01 per share, the large back- 
log offers considerable promise of 
sustaining net for an indefinite 
term. 


Locomotive Builders 


The well proven reduction in 
operating and maintenance costs 
derived from acquisition by the 
railroads of diesel-electric loco- 
motives has built up backlogs of 
their producers substantially. As 
1949 began, American Locomo- 
tive Company had unfilled orders 
of $105 million that without addi- 
tions should keep the company 
busy for about nine months. 
While the railroads have abruptly 
curtailed placement of orders for 
freight cars thus far in 1949, the 
outlook for locomotive business is 
promising because of potential 
savings in operating expenses 
through the use of Diesels. The 
same applies to Baldwin Locomo- 
tive Works, which early in the 
current year had unfilled orders 
of $109 million compared with 
total 1948 sales of $126 million. 
Backlogs of both these prominent 
locomotive manufacturers are 
probably very dependable, and as 
materials supplies and _ prices 
have become more satisfactory, 
their operations should continue 
to show improvement, 

Otis Elevator Company’s back- 
log of $98.6 million seems highly 
dependable because orders are 
not received until construction 
programs have fully reached the 
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“In life, as in chess, forethought wins” 


—SIR THOMAS F. BUXTON 





Why surfaces now last longer 


SMALL BOY’S BIKE or great ocean liner...there are finishes 


for each so improved today that a one or two coat job holds 


up longer than did dozens before. 

Heat and cold, acids and gases, water or salt air just don’t 
crack and peel today’s surface coatings as they once did. For 
our homes and cars, our great bridges, our machinery for 
farms and industry are now protected as never before. 

Better materials—aided by research—bring us this better 
protection. New plastics and chemicals, for example, that go 
into quick-drying varnishes, lacquers, paints that keep a 
like-new finish. 

Industrial gases help us, too. In flame-cleaning structural 
steel, the oxy-acetylene flame provides a clean, dry and 
warm surface into which paint “bites” instantly and dries 
quickly. 

There’s also stainless steel, the lustrous metal that needs 
no surface protection...that withstands wear and corrosion 
on equipment used outdoors or in...and keeps gleamingly 
clean year after year. 

The people of Union Carbide produce many materials 
essential to today’s superior surfaces and surface coatings. 
They also produce hundreds of other materials for the use 
of science and industry, to help maintain American leader- 
ship in meeting the needs of mankind. 

FREE: You are invited to send for the new illustrated booklet, “Prod- 
ucts and Processes,’ which shows how science and industry use 
UCC’s Alloys, Chemicals, Carbons, Gases and Plastics. 


Union CarBIpDE 


AND CARBON CORPORALION 


30 EAST 42ND STREET UCC) NEW YORK 17, N. Y. 








Trade-marked Products of Divisions and Units includ 





LinbE Oxygen ¢ Prest-O-Lire Acetylene « Pyrorax Gas ¢ BAKELITE, KRENE, Vinyon, and 
VINYLITE Plastics * Nationa Carbons « Evereapy Flashlights and Batteries « ACHESON Electrodes 


PRESTONE and Trek Anti-Freezes ¢ ELEctromet Alloys and Metals 
Haynes STE..itE Alloys ¢ SYNTHETIC ORGANIC CHEMICALS 
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active stage, and stem from a 
large number of sources. Both 
sales and service bookings last 
year were the largest in the long 
history of this leading concern. 
Besides, building and renovating 
activities in 1949 seem certain to 
bring a substantial inflow of new 
orders for elevators, escalators 
and servicing, both in the domes- 
tic field as well as abroad. 

The trend to replace man-oper- 
ated elevators with self-service 
lifts as a measure of economy has 
also gained marked speed. All of 
which promises well for the com- 
pany’s 1949 sales and earnings. 


Freight Car Makers 


Manufacturers of railway 
freight and passenger cars as a 
rule have sizable unfilled orders, 
although since the beginning of 
1949 these have been shrinking 
fast. Early in the current year, 


the railroads abruptly revised 
their purchasing policies and 
since then have almost with- 


drawn from the market. Besides 
this, the earnings experience of 
numerous concerns’ producing 


railway cars showed wide varia- 
























Promise of rich abundance? 
Or warning of failure? 


In large part that will depend 
upon the care and skill with which 
the soil has been replenished and 
enriched by the right fertilizers. 
Many of the best of these are 








Reg. U. S. Pat. Off. 8 


tions last year, the majority evi- 
dently underestimating the cost 
of their output in the race to 
capture orders. Thus large back- 
logs in this division do not neces- 
sarily imply altogether favorable 
profits in the current year, though 
in some instances costs have been 
brought under better control. 
Sales of passenger cars in 1948 
were reported unprofitable by 
both Pullman Incorporated and 
Budd Company, chiefly due to 
broadly varying specifications 
that precluded mass production 
methods, although their other 
divisions more than offset the dis- 
advantage. 


Compared with 1948 consoli- 
dated revenues of $285.9 million 
of Pullman, Inc., the year-end 
backlog of $292 million looms 
large, and unless order cancella- 
tions or deferments are received, 
the company’s freight car shops 
should be kept working at high 
speed until well into the second 
half year. The backlog included 
accumulated orders for more 
than 16,000 freight car units, as 
well as 994 passenger cars. The 
Kellog subsidiary (engineering 





compounded with Sunshine State Potash, 
a product of New Mexico. For potash is not 
only a soil nutrient, but a crop strengthener as 
wellhelping to resist disease and drought. 


But agriculture is not the only user of potash. 
Potash serves industry, too. For potash is an 
essential factor in the manufacture of glass, 
matches, soap, black powder, drugs, high- 
octane gasoline and various other chemicals. 


HIGRADE MURIATE OF POTASH 62/63% K20 
GRANULAR MURIATE OF POTASH 48 /52% K20 
MANURE SALTS 20% MIN. K20 
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UNITED STATES POTASH COMPANY, Inc., 30 Rockefeller Plaza, New York 20, N.Y. 
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division) also had_ substantial 
unfilled orders to swell earnings 


potentials. 

American Car & Foundry 
Company’s rising costs in 1948 
narrowed operating margins 
somewhat, with the result that 
net earnings dipped to $3.47 per 
share compared with $5.26 in the 
previous year. A $215 million 
backlog at the year-end, however, 
provided an opportunity to step 
up production in future months. 

Indeed, March output of 3133 
freight cars constituted an all- 
time monthly record. As dollar- 
wise the backlog represented 
considerably more than annual 
sales in the past five years, it 
suggests well sustained opera- 
tions in the current year, barring 
cancellations, while improved 
speed in output may also benefit 
profit margins. 

When 1949 began, Bethlehem 
Steel Corporation had unfilled or- 
ders of $671 millicn, substantially 
higher than twelve months ear- 
lier. Large scale shipbuilding 
contracts helped to swell the total 
and pointed to capacity opera- 
tions in this division throughout 
1949. Steel orders, on the other 








hand, predominated in the pic- | 


ture and since then have been 
coming in at a rate that assures 
satisfactory activities for the 
first half year at least. 

Steel orders, of course, are 
booked on a quarterly basis and 
the future trend of orders thus 
depends importantly on the trend 
of general business conditions. 
But while steel demand is increas- 
ingly coming in balance with sup- 
ply, there are no signs as yet of 
any 
Where steel demand is lessening, 
other outlets heretofore restricted 
by steel shortages will be able to 
take advantage of this develop- 
ment. In short, quarterly steel 


prospective sharp decline. | 


bookings should continue at a sub- | 


stantial level, making for a con- 


tinued high rate of activity in the 


industry. 


In studying the working capital | 


position of Bethlehem Steel, it is 
interesting to note that quite aside 
from net earnings last year, 
charges for depreciation and de- 
pletion more than offset distribu- 
tions for preferred and common 
dividends, not to mention retire- 
ment of $2 million long-term debt. 

We mention this as the large 
backlog suggests similar ample 
earnings for a good many months 


to come, thus enhancing dividend | 


potentials. 
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Combatting Deflation with 
New Government Credit 
Policy 





(Continued from page 58) 
to bolster a faltering economy. 
But proper timing of any such 
measure is a vital factor. 

Yet there is no escaping the 
fact that credit is initiated by 
consumers, distributors and pro- 
ducers. Banks cannot expand 
credit unless there is demand for 
it and conditions are favorable to 
make loans safely. Right now de- 
mand is declining, and in many 
instances the safety factor is 
hardly improving. However, in 
contrast to the depressive 1930s 
when there was plenty of easy 
credit but not takers for lack of 
customers, the situation today re- 
volves largely around the price 
outlook. Once prices tend to 
stabilize, demand for credit is 
apt to improve quickly. 


Business vs. Consumer Credit 


Differentiating between busi- 
ness and consumer credit, a 
stronger case can be made for 
further relaxation of the latter. 
There is no doubt a definite con- 
nection between the decline in re- 
tail sales and the drop of over $1 
billion in consumer credit during 
the forepart of this year. Regula- 
tion “W” was instituted to check 
the inflationary rise in prices, a 
need that no longer exists; be- 
sides that, it is questionable 
whether its counter-inflationary 
influences have amounted to 
much, for inflation went along 
merrily despite its existence. 
What finally conquered inflation 


Was rising production  over- 
stimulated by high prices, not 
credit curbs. It usually works 


that way. 
Not a Stop-Gap 


True, Regulation “W” is not 
regarded as a stop-gap proposi- 
tion as for instance the most re- 
cent boost in reserve require- 
ments. Rather, as its use to con- 
trol excessive credit wanes, its 
influence becomes more important 
as a preventive of excessive com- 
petitive practices. In other words, 
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PHARMACEUTICAL DIVISION 
Crystalline Penicillin G 
Tablets Buffered Penicillin / 
Penicillin Troches a ee : 
Soluble Tablets Penicillin TERRE HAUTE, IND. ; 
. eins PEORIA, ILLINOIS. 
Procaine Penicillin G 3 ] 


<\ Bacitracin 

Bacitracin Ointment 
Kwell® Ointment 
Choline Bicarbonate 


INDUSTRIAL DIVISION 


7 Alcohol—pure and denatured 
Acetone 
ao 7 Alkaterge-C 


2-Amino-2-methyl-1-prapanol 
Amy! Acetate 
Butanol 
Butyl Acetate 
Buty! Lactate 
Butyl Stearate 
Dibuty! Phthalate 
Diethyl Maleate 
Dimethylamine 
Dry Ice 
Ethyl Acetate 
Ethyl Formate 
Formaldehyde 
lsopropylamine 
Methanol 
Nitroparaffins 
Quakersol® 
Shellacol® 
Tributyl Phosphate 


A NATION-WIDE INDUSTRY 


Plants in the East, South, Middle West and on the 
West Coast show the wide scope and great 

/ 
variety of Commercial Solvents activities. Close 


to markets and raw materials, cscs plants Yeturetinplenaion 
AGRICULTURAL DIVISION 
Anhydrous Ammonia 
Choline Chloride 
Distillers’ Dried Grains 


Benzene Hexachloride 


manufacture more than 200 chemical 
products, some of which are listed here. 
CSC's position of leadership i : 
biologic and chemical synthesis 

is the logical result of Riboflavin Feed Supplements 


SPECIALTIES DIVISION 
Nor'WAY® Anti-Freeze i? 
Nor’WaAy Anti-Rust s 
Nor’Wway Cleaner 
Nor'WAY Quick Flush 


continuous research and 


expansion. 


CARLSTADT, N.J. >), 
NEWARK, N. J. 


Nor'WAY Stop Leak \ 


% 


Nor'WAY DRY-EX® 
Nor'WAY Parts Cleaner 
/ PEAK® Anti-Freeze 
Quixol® 
BEVERAGE DIVISION 
Neutral Spirits 
Whiskies 


STERLINGTON, LA. 
NEW ORLEANS, LA. 


/ 
S 









eee New York 17, N. Y. 
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ICARBON 
BLACKS | 


Carbon Blacks of quality 
— such are UNITED 
BLACKS. Dependable in 
performance, UNITED 
BLACKS are the result 
of exacting research, ex- 
pert and ingenious proc- 
esses of manufacturing. 
UNITED CARBON 
COMPANY is the pro- 
ducer of both channel and 
jf furnace. blacks, which 
meet the most rigid re- 
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paint, paper and ink in- 
dustries. 


arenes 








UNITED BLACKS ARE AVAIL- 
ABLE THE WORLD OVER 
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continuation of consumer credit 
control at this stage might be 
merely reflecting the thought that 
something had to be done to re- 
strain competition through con- 
stant easing of credit terms to 
the point where overextended re- 
tailers and customers alike be- 
come highly vulnerable to any 
sudden adverse shift in consumer 
earning power with the potential 
threat of painful repercussions. 
At the present stage, this threat 
can be minimized in the opinion 
of most businessmen. Rather 
they advocate further liberaliza- 
tion of credit as a means towards 
sustaining sales, production and 
employment. After all, the cur- 
rent ratio of consumer debt to 
savings is still only 32% as com- 
pared with 63° back in 1941. 
While the wherewithal to spend 
is there, the big problem is for 
business to persuade consumers 
to increase their takings, and 
anything that works in this di- 
rection must be regarded as con- 
structive. Naturally it isn’t 
merely a question of facilitating 
spending by liberal credit terms; 
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obviously it is also a problem of 
marketing — the offering of new 
and more attractive goods at 
prices which consumers find ac- 
ceptable. But keeping down 
spending by unnecessarily strin- 
gent credit terms is certainly not 
the answer. 

Before mid-year, some of the 
questions and problems discussed 
in the foregoing will have been 
at least partly clarified. By then 
we shall know to what extent 
Congress has been willing to 
maintain the Federal Reserve 
Board’s credit control powers 
which expire June 30. By then, 
also, economic conditions will 
have helped to crystallize the 
Board’s credit policies in so far 
as they are still undecided. But 
one important fact is clear today: 
Inflation is taking a back seat 
and credit policies must be over- 
hauled accordingly. This marks 
an important milestone in our 
economic history. 
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THE ECONOMIC MUNICH 
The Havana I.T.O. Charter 
Inflation or Liberty 

By Philip Cortney 


Philip Cortney, the internationally 
distinguished industrialist and student 
of economics, presents in this book an 
array of arguments well-founded, in 
sound economic theory against inflation 
and exchange-controls, and shows their 
effects on individual freedom. He traces 
the causes of our wrong economic poli- 
cies and finds them in the power of 
economic falacies due mainly to an in- 
adequate diagnosis of the 1929 depres- 
sion, to the power of ideas spread by 
Keynes and, even more so, by some of 
his befuddled disciples or zealots, and 
to political demagoguery. The Inter- 
national Trade Organization Charter, 
he shows, is a result of contemporary 
economic fallacies, and if ratified would 
only undermine our individual competi- 
tive system and restrict international 
trade. His explanation of the 1929 de- 
pression should be of interest to all 
economists, statesmen, bankers and 
business-men who are thinking of reme- 
dies to our foreseeable troubles. 


Philosophical Library $3.75 


THE PRENTICE-HALL 
BUSINESS IDEAS HANDBOOK 

985 practical, time and money-saving 
ideas have been compiled in this volume 
by a staff of technical experts in busi- 


ness operation. Literally every phase 
of business procedure can be remodeled 
and even revolutionized by the use of 
these simple, adaptable ideas. There are 
suggestions for streamlining manage- 
rial, advertising, and merchandising 
functions, plans for speeding up ac- 
counting, purchasing, and correspond- 
ence operations, as well as routine 
clerical tasks. All these ideas are today 
being put to profitable use by alert, 
progresive enterprises in a successful 
effort to boost sales while reducing 
overhead expense. 

From top management to the clerical 
staff, everyone who seeks to expand 
sales volume and better his own posi- 
tion will find this book a mine of crea- 
tive ideas. Presidents will welcome 
plans for the improvement of their 
business’ competitive position. Execu- 
tives will uncover new techniques for 
increasing efficiency in their depart- 
ments. Promotion men, sales managers, 
purchasing agents—everyone will bene- 
fit from these sales-minded ideas. 


Prentice-Hall $7.50 


SOVIET RUSSIA AND THE FAR EAST 
By David J. Dallin 

It is in the vast spaces and among the 
disaffected populations of the Far East 
that Russia has made her greatest post- 
war acquisitions of territory and influ- 
ence, and in this book David Dallin ex- 
plains how the present critical situation 
has come about. Beginning in 1931 with 
the Japanese attack on Manchuria, he 
traces in masterly fashion the drive to 
power first of the Japanese, then of the 
Russians; shows how the Chinese Com- 
munists and the similar native party 
movements of the other countries are 
used as an arm of Russian foreign pol- 
icy; and clarifies the seeming riddles of 
a part of the world where many of the 


chief American mistakes have been 
made. 
Yale Press $5.00 


MONETARY RECONSTRUCTION 
IN ITALY 
By Bruno Foa 

Dr. Foa’s astute analysis of Italy’s 
financial situation is preceded by a short 
section presenting a background of basic 
economic and political conditions in 
Italy, including the effects of Fascist 
control and corruption upon the economy 
of the country. Noting that the problem 
of Italy’s monetary reconstruction is 
seriously complicated by factors not en- 
tirely due to the effects of World War II, 
the author cites overpopulation and the 
disproportion between the Italian peo- 
ple’s wealth of skills and creative abili- 
ties on the one hand, and the country’s 
poverty of physical resources, on the 
other, as grave barriers to any facile 
solution to Italy’s problems. 


Kings Crown Press $2.25 
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With selected stocks offering the greatest values in years 
for investment profit and income .. . while others become 
dividend casualties . . . we suggest that you turn to THE 
FORECAST just as you would consult your lawyer, doctor, 
architect, etc., for professional advice. FORECAST SERVICE 
will provide you with the essentials you need in conduct- 
ing a sound investment program. 


1. When to Buy and When fo Sell 

Our weekly market forecast ... with chart of daily 
action .. . projects the trends and basic forces at work. 
Definite market advice is then 


3. Programs Fitted to Your Needs 
Securities selected are carried under our continuous 
supervision in specialized programs suited to your capi- 
tal, wishes and objectives. There are three programs: (a) 
For Annual Income of 6% to 8% on a Regular Monthly 
Basis; (b) Dynamic Securities for Capital Building 
with Higher Dividend Potentials; (c) Low-Priced Op- 
portunities for Large Percentage Profits. Each program 
comprises a fixed number of securities and it is our aim 
to have you contract or expand your position as we an- 
ticipate pronounced market weakness or strength. Sound 
selection and proper timing key- 





given which you can apply to 


note FORECAST SERVICE. 





your independent holdings and 
to our recommendations. In- 
cluded . . . with graphs .. . 
are Dow Theory Interpreta- 
tions of Major and Intermedi- || 
ate Trends; also of our special 
Market - Support Indicator 
measuring supply and demand. 
The latter warried of the 1946 |} 
break six weeks ahead ...and | 
now shows significant indica- || 
tions of a market turn. | 


programs: 


ment program, 
2. Definite Advices on Intrin- 


2 
Asse pane 
ur 7 
to you of satisfactory 
service is based on... 


Our more than 31 years’ experience; 
Our expert staff... their sound methods of 
| security selection and market timing; 
Our outstanding record of service... 
through supervised advices in specialized 


-Our large nationwide clientele. 
We want to serve you so you will make Tut 
FORECAST a permanent part of your invest- 


4. Continuous Consultation 


You are welcome to consult us 
.. . by mail or by wire... om 
securities in which you are in- 
terested . . . as many as 12 at 
a time... to place and main- 
tain your portfolio on a sound 
basis. We will advise you what 
to hold . . . switch . . . or close 
out. 


A Plus Service . . . These con- 














sically Sound Issues 

All recommendations must meet our rigid evaluating 
factors in regard to: (a) Industrial Position and Poten- 
tials; (b) Financial Strength; (c) Proven Earning 
Power; (d) 6% to 8% Yields Amply Supported by Earn- 
ings. We also specialize in the selection of growth situa- 
tions in Low-Priced Stocks for Large Percentage Gains. 
Technical as well as fundamental factors are carefully 
considered as it is our steadfast policy to have you strate- 
gically time your commitments. This overall analysis is 
fully applied to all selections . . . bonds and preferreds 
as well as common stocks. 


sultation privileges alone can be 
worth hundreds and thousands of 
dollars to you in concentrating in profit leaders. . . in 
stable investment situations . . . in avoiding laggards... 
in keeping your position adjusted to the market’s out- 
look. 


Enroll NOW to capitalize on our special selections of 
10 Sound Stocks At Bargain Levels (3 under $24)... 
which, we believe, have seen bottom for 1949. At this 
time, also, you have the advantage of our Special Offer of 
Free Service to June 1. Mail coupon below today. 


























el A ee ee ee ee FREE SERVICE TO JUNE 1, 1949 =e a ee ee ee ee oe, : 
Mail Coupon | 23 | 
| TfHE INVESTMENT AND BUSINESS FORECAST | 
Toda i | of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. | 
ys | I enclose (] $60 for 6 months’ subscription; [] $100 for a year’s subscription. | 
5 e ] Off | (Service to start at once but date from June 1, 1949) | 
pecia er | SPECIAL MAIL SERVICE ON BULLETINS | 
’ ] Air Mail: [1 $1.00 six months; [ $2.00 (0 Telegraph me collect in anticipation of 
6 MONTHS | one year in U. S. and Canada. important market turning points ... when | 
SERVICE Special Delivery: © $4.00 six months; to buy and when to sell . . . when to ex- | 
| C) $8.00 one year. pand or contract my position. | 
12 MONTHS — G99 | Nan | 
SERVICE S$ 0 po Naa 
| Aiea ig eat a et a eat ha eee l 
Complete service will start at | | 
once but date from June lst. | City ee State | 
i pti. Your subscription shall not be assigned at List up to 12 of your securities for our 
pi one ‘ on Forecast any time without your consent. initial analytical and advisory report. 
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The Board -of Directors 
has declared a regular 
quarterly dividend of fifty 
cents (50¢) per share on 
the Common Stock, pay- 
able May 13, 1949, to stock- 
holders of recordat the close 
of business April 29, 1949. 


EDWARD BARTSCH 
President 
April 5, 1949 








| DIVIDEND NOTICES 

DEBENTURE: The regular quarterly 
dividend of $2.00 per share on the De- 
benture Stock will be paid May 2, 1949, 
to stockholders of record April 25, 1949, 
“A” COMMON and VOTING 
COMMON: A quarterly dividend of 


25 cents per share on the “A”? Common 


and Voting Common Stocks will be paid 
May 16, 1949, to stockholders of record 
April 25, 1949. 

A. B. Newhall, Treasurer 


Dennioon Manufacturing Eo. 

















COLUMBIA PICTURES 
CORPORATION 


The Board of Directors at a 
meeting held April 4, 1949, 
declared a quarterly divi- 


dend of $1.06% per share on 
the $4.25 Cumulative Pre- 
ferred Stock of the company, 


payable May 16, 1949, to 


A. SCHNEIDER, 
Vice-Pres. and Treas. 


















| THE COLUMBIA 
F<) GAS SYSTEM, INC. 


The Board of Directors has declared this day 
the following quarterly dividend: 
Common Stock 
No. 58, 183/s3¢ per share 
payable on May 14, 1949, to holders of record 
at close of business April 20, 1949. 
Dare Parker 


Apnil 7, 1949 Secretary 
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(Continued from page 107) 
omist point up the “end of the 
road” — inevitable bankruptcy of 
the welfare state. 

Therein lies a lesson that we 
too should take to heart. We too 
are headed toward a _ welfare 
state, and our tax burden, too, is 
excessive — with all the implica- 
tions attached to such a state of 
affairs. Yet hardly a day passes 
without new Government spend- 
ing schemes as if our resources 
were inexhaustible. Let our spend- 
ing zealots take a good look at 
Britain. Do they want us to go 
the same way? We doubt whether 
the American people will ever 
develop a liking for austerity, or 
stand for it. 





Market Projecting Business 
Prospects 





(Continued from page 55) 


glass and clay products, non-fer- 
rous metals and products, alcoholic 
beverages, and rubber products 
“topped” in the first quarter of 
1947. Those of textiles, machinery 
and lumber reached their peaks in 
the first quarter of 1948. Output 
of manufactured foods, paper 
products and tobacco products was 
at its peak by the second quarter 
of 1948. 

It is probable, although not yet 
a matter of record, that the in- 
dexes of printing and publishing, 
chemicals, petroleum and coal 
(combined) and minerals (total) 
saw their peaks in the fourth quar- 
ter of last year. The high in steel 
output may have been seen in the 
first quarter of 1949, while that in 
automobile production is a possi- 
bility of the second or third quar- 
ter this year. In addition to the 
story told by these indexes, it may 
be noted that seasonally-adjusted 
retail trade volume has been in a 
moderate downtrend for nearly a 
year now; that the drug, motion 
picture and air transport indus- 
tries have gone through complete, 
or virtually complete, cycles of ad- 
justment since 1946; and that to- 
tal building activity made its top 
some time ago, but is still at a good 
level and is currently showing 
fully seasonal improvement. 

These variations, differing earn- 
ings potentials for 1949 and the 
longer term, and differing degrees 
of dividend security go far to ac- 
count for the market’s uncommon- 
ly strong accent on selectivity as 
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‘What is 
VCO? 


MANUFACTURING 
CORPORATION 


Write for your copy of new booklet 
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UNDERSTANDING THE 
MODERN 
SECURITIES MARKET 


A complete guide for every investor, 
this 22 chapter booklet is available, 
FREE of charge, simply by writing to: 


HENRY P. ROSENFELD CO. 

Members Nat'l Ass'n of 

37 Wall Street, New York 5, N. Y. 
Whitehall 3-8140 


Securities Dealers 














FOR SALE 


Scenic ranch home, 10 acres. Want quick sale. 
Foothills High Sierras on Yosemite Highway. Six 
acres planted oats, vetch. Spacious 3 bedroom 
house, furnished. Flagstone fireplace. Double 
garage with 3 room furnished rental unit. 
Pumphouse, barn, playhouse. Electricity. 2 horses, 
saddles, $500.00 double horse trailer, garden 
tools, plow, cullirator, chicken pen, rabbit 
hutches. Building brown, green trim. Family 
orchard, berries, grapes, ‘garden planted. Beav- 
tiful yard, bulbs, flowers, art lawns. Flagstone 
retaining ‘wall worth $ 00. Wonderful climate 
for turkeys, Fell Taes! for summer guest 
ranch. Come see it! $20,000.00. Address: Edna 
Matschke, Cathay, California. 











each industry and company is ad- | 
justing itself to prospective condi- | 


tions. So far, in short, it is a 
healthy adjustment in business 


and within the commodity price | 


structure, and one not likely to 
spiral greatly this spring or sum- 
mer. We are seeing a predominant- 
ly voluntary liquidation of busi- 
ness loans—and in the stock mar- 
ket there is no significant margin 
debt to reckon with. Probably 
good stocks are in stronger hands, 
by and large, than ever before 
after an inflationary boom. There 
is no change in our selective, mid- 
Ale-road policy. 

—Monday, April 18. 
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THE EUROPEAN 
RECOVERY PROGRAM 
By Seymour E. Harris 

The Marshall Plan is blessed by inter- 
nationalists, by farmers and business 
men who want markets for their surplus 
products and by those who see in the 
program a tool for the defeat of Com- 
munism. It is roundly cursed by Com- 
munists and fellow-travelers throughout 
the world, by isolationists at home, and 
by nationalists abroad. Caught in this 
crossfire of argument, the man in the 
street, whose taxes pay for ERP and 
who hopes his investment is a sound one, 
has had little chance to judge for himself 
the wisdom of taking Secretary Mar- 
shall’s prudent risk. This book gives 
American citizens the opportunity they 
need. It is the first thorough analysis 
of the European Recovery Program by 
an established expert, and it is written 
in language anyone can understand. 

Will ERP bring European recovery? 
How will it affect our own economy? 
These simple, urgent questions are in 
everyone’s mind, and Mr. Harris pro- 
vides the facts upon which sound an- 
swers to those questions and sound poli- 
cies for the future can be based. In pre- 
senting what is likely to be the most 
discussed political issue for years to 
come, he assesses the strengths and 
weaknesses of the program in consider- 
able detail. He discusses the major eco- 
nomic and political issues abroad and at 
home he evaluates ERP in relation to 
the financial imbalance between Europe 
and the United States; he shows what it 
will cost and how it may add to the in- 
flationary pressures on the American 
economy he appraises the chances for 
European recovery. 

Mr. Harris is in favor of the Marshall 
Plan. He also has a concern that the 
administration of the Foreign Assist- 
ance Act should take account of what- 
ever risks are involved, and he offers 
cogent suggestions for consideration 
when the legislation is again reviewed 
early in 1949 and later years. His book, 
based on the mass of documents issued by 
European countries, Congress, and the 
executive agencies and expert commit- 
tees, gives the voter, the economist, and 
the government expert a highly reliable 
and comprehensive survey of a novel 


and dramatic investment in world 
stability. 

Harvard $4.50 
THIS WAY UP 


By L. E. “Cy” Frailey 

A top-notch authority on success in 
business, a man who has taught thou- 
sands of executives how to make the best 


APRIL 23, 1949 





SS SSS 
of their opportunities for further ad- 
vancement, now takes time out to tell 
you the inside story of how modern busi- 
ness ticks and what you can do to spurt 
to the top of the heap. “Cy” Frailey has 
been around for a good many years. He 
is known as one of the nation’s outstand- 
ingly successful consultants on advertis- 
ing, promotion and effective selling tech- 
niques in letter-writing. That means 
that hundreds of the nation’s top busi- 
ness men ask him for advice — and pay 
well for it. 

Now you can learn, in this frank, in- 
formal and amusingly illustrated book, 
the technique that “Cy” can prove will 
help you to a better-paying, more satis- 
fying job. He will show you how to de- 
velop the right attitude towards your 
work, how to impress your superiors 
with your abilities and, almost equally 
important, how to do all this without 
being considered “smart-alecky.” 

THIS WAY UP is just about the san- 
est, most practical and easy-to-follow 
guide to success in business that has ever 
been written. Hundreds of young men— 
and women too—-have written “Cy” 
Frailey to tell him how much his advice 
has done for them. Here is your chance 
to join these eager, intelligent young 
people going UP. 

Grosset & Dunlap 


STALIN AND COMPANY 
The Politburo — 
The Men Who Run Russia 
By Walter Duranty 

Thirteen men, headed by Stalin, con- 
trol the whole, vast machine of the 
Soviet and direct the activities of world 
communism. They are the Politburo; for 
practical, immediate purposes, they are 
the U.S.S.R., and it is with them that 
we must deal. If we are to hope for peace 
we must understand these men as indi- 
viduals whose lives, personalities, 
thoughts, and actions have become vital 
to our existence. And we must under- 
stand them as a group—as the Politburo, 
the peak of an immensely complex and 
solid pyramid of power within Russia. 

Walter Duranty, dean of Russian cor- 
respondents, who was the Moscow re- 
porter of the New York Times during 
the birth of the Bolshevik regime and 
most of the life of the U.S.S.R., has 
written this book to make possible that 
understanding. He has met and talked 
to more members of the Politburo than 
perhaps any other westerner. He 
watched them come up from the days 
of the Bolshevik underground, the Revo- 
lution, the intraparty strife and purges. 
He saw them emerge through the com- 
plex selectivity of chance, ability, am- 


bition, opportunism, and loyalty to the 
chief—Stalin. 

STALIN & Co. tells their story, as indi- 
viduals, and as a unit, the Politburo. 
Here is Stalin himself, the divinity 
student who studied Marx, the “man of 
mystery” who was the dictator of the 
Soviet for seventeen years before he held 
any official position in its government, 
a man of immense will and power who 
conducted a bloody purge because he 
believed in “first things first.” 

Here is Molotov, the plodder, the 
“mediocrity,” who was the only man 
Stalin toasted personally at the great 
victory banquet in 1945. Here are An- 
dreyev, “keeper of the party con- 
science;” the late Zhdanov, rigger of the 
international party line; Kosygin, the 
total financier; and others. Their lives 
and careers are told with understanding 
and without moralizing judgments. For 
better or for worse, these men are the 
Politburo. We must deal with them as 
they are, and with their organization 
as it is. 

This book is for those who wish to 
know the facts, personal and historical, 
about the men who run 
William Sloane Associates 


THEIR FINEST HOUR 
By Winston S. Churchill 

THEIR FINEST Howtr, the second vol- 
ume of Winston Churchill’s history of 
the Second World War, fulfills every 
expectation aroused by THE GATHERING 
SToRM. But now the great Englishman 
is writing of those days when his coun- 
try was undergoing her crisis of defeat, 
the glory of her supreme resistance, and 
the triumph of her returning might. 

Reviewing the story of England’s 
great past, Mr. Churchill finds that at 
no time was she as admirable as in her 
resolute, solitary, and finally triumph- 
ant defiance of the victorious tyranny of 
Germany. This volume starts with the 
problems confronted by Churchill as he 
assumed the office of Prime Minister in 
1940; it continues with the Battle of 
France; the tragic glory of Dunkirk; 
the Battle of Britain; the rebuilding of 
England’s Army; the triumph over the 
Graf Spee; the desperate struggle to 
maintain England’s supply lines against 
the increasing U-Boat campaign, and 
finally the victorious African campaign 
culminating in the capture of 113,000 
prisoners at Tobruk. 

Amidst all these stirring events, Mr. 
Churchill had to manage the British in- 
ternal economy; guide the welding of 
the Commonwealth and Empire into a 
unified and effective fighting machine, 
and carry on complex negotiations with 
the United States leading to Lend-Lease 
and the other aid “short of war” which 
this nation was then willing to give to 
Britain in her single-handed struggle. 
Houghton Mifflin Company $6.00 


Russia. 


$3.00 











CO OOCOOOOOHOOOOOO OOH SOOOOHOOOOOOOOS OOOO OOOO OOOO OCOO Sif . 





Time To Reappraise 


YOUR 
INVESTMENTS 


Weighing First Quarter Earnings 


A Special Invitation to 
responsible investors 
with $50,000 or more in 


investment funds. 
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a 

very security you own is being affected by a host of business-political- 
economic forces. Successful investment today calls for constant vigilance. 
Of immediate significance are the first quarter reports coming out which 
require capable analysis. 


*& Unfavorable reports may indicate (1) an adverse change in the earnings 
trend which may jeopardize dividends, or (2) a temporary condition which 
will reverse itself shortly, or (3) some special restricting influence which 
adjusted company policy can correct. 





* Favorable reports may indicate (1) a further improvement ahead in 
income, or (2) a topping of earnings to be followed by stability, or (3) 
a temporary good position which may soon deteriorate. _ it 


* As a first step toward placing and keeping your account on a sound basis, =| +! 
we invite you to submit a list of your holdings to us for a confidential, pre- 
liminary analysis—if your investment funds are worth $50,000 or more. 


*& Without obligation our staff will prepare a report pointing out your least 
attractive holdings and tell you why to sell them. Valuable comments will 
be offered on your diversification, income and prospects for capital appre- 
ciation. You will be told how our counsel could help you and an exact 
annual fee will be quoted. 


* Merely send us a full list of your securities, giving the size of your com- 
mitments, your buying prices and your objectives. All information will 
be held in strict confidence. ; 4 


Investment Management Service °: 
Backed by 41 Years of Successful Service to Investors " 


NINETY BROAD STREET New York 4, New York 
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get 5.4% of 1948 sales dollar 


LARGEST DOLLAR PROFITS IN COMPANY’S HISTORY 
According to the bookkeepers, Union Oil Company made a 
net profit during 1948 of $31,293,000. 

If this bookkeeping profit represented the company’s 
actual “take,” our 34,035 common stockholders would be 
throwing their hats in the air. 

BUT HERE’S THE JOKER 
93% of these profit dollars had to be plowed right back into 
high-cost equipment, facilities and oil properties. 

Another 11% had to go into working capital. 

So the actual “take”—profits that were drawn out of the 
business in the form of dividends to stockholder-owners — 
came to $11,320,000. This amounted to a return of only 
5.4% on our total sales of $209,000.000. or 5.6% on the 
capital invested in the company. 


UNION OIL COMPANY 


Incorporated in California, October 17, 1890 
“Taxes in chart do not include $35,200,403 which we collected for Fed- 
eral, State and local authorities from our customers: taxes paid by our 
suppliers; or personal taxes paid by our stockholders and employees. 














\ expenditures. 


WHY DID WE HAVE TO PLOW BACK 
24, OF OUR PROFITS? 
1. Under the tax laws, a corporation can set 
sums aside each year to replace equipment and 
oil properties when they're worn out. (These 
sums are represented in “Depreciation and De- 
pletion” segment of big chart.) But the sums 
you're allowed to set aside are based on what 
these things cost when you acquired them —not 
on what it costs to replace them today. Since 
those depreciation funds aren’t adequate to 
replace equipment and oil properties at today’s 
prices, we have to make up the difference some- 
where —or go out of business. That’s where one 
part of the “profit” dollars went—replacement. 


2. Every housewife knows that it takes more 
dollars to meet daily expenses today than it used 
to. A corporation’s daily expenses have increased 
. . - . . , 

just like the average family’s. That’s where the 
other part of our “profit” dollars went—into in- 
creased working capital required for day-to-day 
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Raze 80 acres of slums 
-and make 31,000 people happy! 


NE of the biggest single housing de- 
O velopments ever undertaken is now 
nearing completion in New York City’s 
lower East Side. It is the result of joint 
cooperation between private enterprise, 
the State, and the City. 

Four years ago, the 80 acres now oc- 
cupied by Peter Cooper Village and the 
adjacent Stuyvesant Town were burdened 
with shabby, ugly tenements and _ fac- 
tories, many vacant and dile’ ited. The 
plan carried out by a | 
company has transfo.med this 
blighted slum area into a dream-city 
within a city... roomy living 
quarters for 31,000 people . . . lots of sun 


life insur- 
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modern, 


UNITED STAVES “STEEL 


and air... 
ful contentment. 


This is a good example of what can be 
done to attack the housing shortage—and 
an example of what is being done in many 
parts of the nation. Steel and cement 
are playing a vital part in most of these 
projects. 


demand for steel comes 
from many other quarters. Steel is going 
into railroad equipment, community im- 
provements such as sewage disposal plants, 
waterworks, bridges and tunnels, into 
great new highways trom coast to coast. 
Steel is needed, too, for national defense, 


Meanwhile, 


CORPORATION 





Listen to... 


The Thectre Guild on the Air, presented every Sunday evening by United States Steel. American Broadcasting Co., coast-to 


parks, trees, flowers, and peace- 


SUBSIDIARIES 


UNITED STATES STEEL 


for farm implements ... and for products 
you use in your home. 

Nothing else can do what steel can do. 
In the year just closed, United States Steel 
plants made mvce steel than ever before 
in peacetime history. And the 900 million 
dollar United States Steel improvement 
program currently going forward, is add- 
ing still more steel-making capacity to 
serve the nation. 

Helping to build a better America is 
United States Steel’s number-one job. 


This label is your guide to quality Steel. 


coast network, Consult vour reiwsraner for time and statior. 
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